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on the Farm Front 


This Nation has cause to be proud—cause for Thanksgiving. fe 
Farmers this year surpassed all records of crop and live- 
stock production for our military and domestic needs and 
those of our Allies. 


They were blessed with good weather but this achievement 
in reaching their goals is proof that our thanks should also go 
to the farmers themselves. They raised the crops we needed 
most in the greatest quantities. They won the battle of Food- 
for-Freedom in 1942. In their field of production they are 
entitled to hoist the “E” pennant. 





The Federal intermediate credit banks are proud of the 
record of agriculture and they thank the purchasers of their 
debentures which made it possible for them to aid in finan- 
cing the record-breaking production of Food-for-Freedom. 
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LETTERS 


War Posters 


Sirs: We have been working with 
Edward J. Frey, vice-president, Union 
Bank of Michigan, on what we consider an 
original and unusual project. 

This project is based on a series of 
posters, originally developed, for distribu- 
tion to plants in war production in Western 
Michigan. The posters dramatize war 














Union Bank of Michigan 


equipment produced in whole or in part in 
this territory, and emphasize the impor- 
tance of individual effort on the part of 
the individual worker. 

For several years the advertising em- 
phasis of the Union Bank has been on per- 
sonal loans. It is now felt that the posters, 
in addition to serving the broader aspect 
of the war effort, will act as a direct 
reminder to thousands of war plant em- 
ployees, particularly when reproductions 
of posters appear in the bank’s newspaper 
advertising, and on billboards. 

To date many letters of commendation 
have been received. 

OLIVER A. WALLACE, Wallace- 

Lindeman, Inc., Advertising, 
Grand Rapids, Michigan 
. * * 


War Savings 


Strs: I don’t know whether the co- 
operative campaign for the promotion of 
thrift and savings that is currently being 
conducted by the savings banks of New 
York State has come to your attention or 
not. The advertisements set forth rather 
clearly what these savings banks are trying 
to do in a co-operative effort. 

To me this campaign is particularly 
significant because it is receiving the whole- 
hearted editorial support of our New York 
State papers. Small community papers 
have taken up our story in splendid fashion. 
The same support has been forthcoming 
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HENRY J. BOONE, Editor 
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Savings Banks of New York 


from the large Metropolitan dailies. The 
New York Times, The Sun, the Journai- 
American and many others have all carried 
editorials on this campaign. 
Epwarop B. SturGes. 2Np, 
Public Relations Counsel, Savings 
Bank Association of New York State, 
New York, New York 
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War Scrap 


Sirs: We are enclosing a picture we 
had made of the removal of the iron bars 
covering the front windows of our building. 

These bars were removed both to aid in 
the collection of scrap and to stimulate 
interest in the drive here in Paducah. The 


work of cutting the bars away from the 
was announced. The bars weighed approxi- 


bank donated about 3.500 pounds of scrap 
in the form of filing cabinets and other 
metal equipment which had been stored in 


We have noticed that quite a few people 
have slopped by the bank to look at the 
Frankly, I never liked the bars. 
Certainly they were not useful. They shut 


nothing to the appearance of our building. 
We are also anxious to remove all the 
bronze gates and trim from our fixtures. 
Right now, we would like to keep the 
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expense down as much as possible with the 
idea of making a better job of it after the 
war. . 
My feeling is that if we don’t win the 
war it doesn’t make a tinker’s darn whether 
we have windows or anything else. If we 
do win, and we certainly must, we. can 
then begin to beautify our fixtures. 
S. M. Hanp, President, 
Citizens Savings Bank, 
Paducah, Kentucky 


the day the drive 


In addition the 
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In the picture, President Hand is stand- 
ing in the right foreground.—Ed. 
* 


Strs: We were very glad to contribute 
about 3,000 pounds of metal in the munici- 


and contributed 





Citizens Savings Bank, Paducah, Kentucky 





— MOST IMPORTA 


The most important measure of a 
bank’s service to other banks is its 
ability to cope with unusual prob- 
lems. Correspondents of this bank 
benefit by its efficiency in han- 
dling all transactions, and particu- 
larly by its willingness to under- 
take difficult assignments. We cor- 
dially invite your inquiry. 


The 


National 


40 Water Street, Boston 


Member Federal Deposit Insurance Corporation 








Shawmut Bank 


pal salvage drive. The metal contributed 
consisted of grilles, fixtures, trays, sash 
weights, pipe, and a safe. 
We hope that this scrap will get in the 
“scrap.” 
N. Patry, Vice-president, 
The First National Bank and 
Trust Company of 
New Haven, Connecticut 
« 
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War Taxes 


Srrs: Enclosed is a proof of one of the 
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California Bank 


first newspaper advertisements in Cali- 
fornia Bank’s fall campaign. 
Rop Mac ean, Manager, 
Advertising & Publicity Department, 

















In writing to advertisers please mention The Burroughs Clearing House 


California Bank, 
Los Angeles, California 
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In the TREND of BANKING 
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A. B. A. Bulletin Attacks 
Earning Problem 


In the nature of a challenge to bank 
ingenuity and merchandising ability is a 
new bulletin issued by the A. B. A. Bank 
Management Commission under the title 
“Selling Bank Services.” 

A series of charts covering 1934-1941 
help to pose the problem, showing the 
downward trend of interest income and the 
increase in operating costs, resulting in an 
adverse earning situation. 

Of special interest is a chart revealing 
the drastic shift that is taking place in the 
distribution of spending power. It dis- 
closes that the available spending power of 
the wealthier class, after deducting living 
costs and taxes, has experienced a marked 
decline since 1936. Meanwhile, the avail- 
able spendi:., power of the lower income 
groups has increased, so that 88 per cent 
of the spending power is now in the hands 
of those with incomes under $5,000 a year. 

“The conclusion is inevitable,” the 
bulletin states, “that the banking public of 
tomorrow will be composed of vast new 
elements of society which, heretofore, have 
had little, if any, contact with commercial 
banking. This social change presents a 
new challenge to American banking in that 
more intelligent merchandising of banking 
services has become imperative.” 

The bulletin points out that there is 
being forced upon banking a new approach 
to its functioning—that of increased em- 
phasis on selling service, at a price that is 
fair to both purchaser and seller. 

The recommended first step is to ascer- 
tain the costs of handling the various 
types of banking service, and then adding 
a reasonable profit necessary for the 
maintenance of such service. The next 
task of bank management is to sell the 
public on the value of banking service, so 
that it will be willing to pay a fair price 
for it. 

Chairman of the special committee which 
prepared the bulletin was E. V. Krick, vice- 
president and cashier of the American 








Meetings by postage stamp 


Trust Company, San Francisco. Other 
members were Gwilym A. Price, president, 
Peoples-Pittsburgh Trust Company, Pitts- 
burgh; J. L. Dart, vice-president, Florida 
National Bank, Jacksonville; Darrel G. 
Ensign, assistant cashier, Commonwealth 
Bank, Detroit; and William J. Kinnamon, 
cashier, Hunterdon County National Bank, 
Flemington, New Jersey. 
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F, A. A. Members Attend a 
Convention-by- Mail 


For eight weeks during October and 
November, the Financial Advertisers As- 
sociation is conducting a unique conven- 
tion-by-mail as a substitute for its can- 
celed 27th annual meeting which was to 
have been held in Chicago. 

Twice each week, an envelope of “‘con- 
vention”’ material is sent to the members. 


Questions and answers via the mails pro- 
vide an opportunity for stimulating “‘dis- 
cussions.” Members are given a chance 
to disagree with a speaker, in writing. 

Also, each member is asked to relate, in 
200 words or less, the best business-getting 
or public relations project originating in 
his bank. These ideas are then circulated 
through the membership, in the semi- 
weekly mailings. 

So the F. A. A. members are enjoying a 
restful, helpful, inexpensive convention, 


and all on a postage-stamp basis. 


e e ° 


Savings and Loan League 
Nominates Officers 


Nominated for the 1942-43 presidency 
of the United States Savings and Loan 
League, subject to balloting at the annual 
-meeting in Chicago, November 16-18, is 
Ralph H. Cake, Portland, Oregon, presi- 
dent for the past ten years of the $16,000,- 
000 Equitable Savings and Loan Associ- 
ation. 

Selected by the nominating committee 
for first vice-president is John F. Scott, 
St. Paul, Minnesota, president since its 
organization twenty years ago of the 
$21,000,000 Minnesota Federal Savings 
and Loan Association. 

W. Megrue Brock, Dayton, Ohio, presi- 
dent of the Gem City Building and Loan 
Association, is the nominee for second 
vice-president, and Herman F. Cellarius, 
Cincinnati, secretary of the league for 
the past forty-six years, has been nomi- 
nated for re-election as secretary-treasurer. 

Mr. Cake carries numerous civic and 
financial responsibilities in his home city, 
and has served as president of the Rose 
Festival, Portland’s outstanding civic event. 
Since 1940 he has been Republican national 
committeeman from his home state. 

The usual general convention at which 
League officers are chosen was canceled 
some weeks ago and a skeletonized annual 
meeting in the form of a War Conference 


Earnings charts show need for ‘‘Selling Banking Service,’ subject of new A.B.A. bulletin 
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on Savings and Housing will be substituted 
for it. It will be attended by executives of 
leading associations including the official 
bodies of the League. 

National authorities on war housing, war 
bonds, man power, and rent control will 
confer with the savings and loan associ- 
ation managers. 

A feature of the program will be a 
patriotic luncheon in honor of the 3,000 
officers, directors and employees of the 
savings and loan institutions now serving 
in the armed forces. James G. Stewart, 
mayor of Cincinnati, will speak in tribute 
to the men in service. 

All social events have been tabooed for 
the meeting. 

¢ ° . 


ey Depositor’s Contract 
Signature Card 


Considerable favorable comment has 
been received by The First State Bank of 
Pittsburg, Pittsburg, Kansas, on one of 
its revised forms. It combines a depositor’s 
contract, signature card and customer 
information card all in one compact form. 

While the bank has been using a com- 
bination form of this nature for a number 
of years, the present adaptation embodies 
recent recommendations by the Committee 
on Legal Forms of the Kansas Bankers 
Association. Among the additions or 
changes suggested by this committee for 
the depositor’s contract are: 

1. A permanent notice regarding stop 
payment conditions, including a 90-day 
limit subject to renewal. 

2. A clause authorizing service charges 
(in the past this clause has not been on the 
signature card). 

3. Provision that dormant accounts 
shall be subject to service and maintenance 
charges. This is intended to make possible 
the charging out of small dormant ac- 
counts. 

4. The bank is authorized, at its option, 
to mail statements and canceled items. 
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Combination form, The First State Bank of Pittsburg, Pittsburg, Kansas 


Combines signature card, customer data, and depositors’ contract 


The revised form adopted by The First 
State Bank of Pittsburg contains these 
provisions and also follows the suggestion 
of the Kansas Bankers Association that 
different colored cards be used to designate 
the type of account, such as individual, 
joint or corporation, for easy recognition. 

However, the bank’s card varies from 
the recommendations of the KBA com- 
mittee by providing considerably more cus- 
tomer information than is ordinarily in- 
cluded with the signature card. 

The form is inserted in a visible file for 
ready reference. The depositor’s agree- 
ment is at the back and is not visible, since 
its provisions are uniform for each type of 
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yy CANADA AT WAR 


RS Munitions of war, raw materials, and foodstuffs, to the value | 
RS of $1,000,000,000. will be Canada’s gift to Britain this year. In 
bs the Prime Minister’s own words, this gift will be made “Free | 
ky of charge and without obligation . . . as part of Canada’s direct | 
a contribution to the defeat of the Axis”. | 
uN In addition to this Canada has made available to the United 

K Kingdom as a loan, interest free for the duration, the sum of 

Ra $700,000,000. to cover part of the cost of goods supplied by 

Ri Canada during the first two years of the war. 

R In both instances materials are sent, not money. Canada has 

RF lent ... and is giving . .. Great Britain the sinews of war, not for 

RS sentimental reasons alone, but for Canada’s own self-preservation. 
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account. The signature card, also printed 
on the back of the form, folds down over 
the central information section in front, 
and thus is clearly visible. One set of 
signatures is, therefore, all that is required 
for the depositor’s contract and the 
central information file. 

In the revised form, the customer infor- 
mation section has been expanded to 
cover additional data, designed to enable 
the bank’s officers to make decisions as to 
overdrafts, etc., with a greater degree of 
accuracy. 

At the time the new form was substi- 
tuted, the bank prepared a manual for the 
staff, explaining the changes that had been 
made and going into considerable detail 


_ as to how signature cards should be filled 


out for various types of accounts. The 
manual also reviews the customer infor- 
mation portion of the card section by 
section, telling specifically how each sec- 
tion should be handled. 


o o o 


Low-Cost Safekeeping Service 
for War Bonds 


The individual’s problem of what to do 
with a steadily increasing accumulation of 
War Bonds is being answered by The 
Detroit Bank, through a low-cost safe- 
keeping service. 

Under this plan, the bank opens a safe- 
keeping account for the owner of the bonds, 
and they are given all the protection pro- 
vided for the bank’s own securities. The 
owner receives a receipt made out in his 
name which cannot be negotiated by any- 
one else; the bonds are subject to with- 
drawal at any time by the owner. This 
service avoids the cost of a safe deposit 
box, which are said to be 100 per cent 
rented al the present time, and eliminates 
the danger of keeping the bonds at home. 

The charge for the safe-keeping service 
is $1 per year for each $1,000 maturity 
value of War Bonds, with a minimum charge 
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of $1. Owners may deposit any number of 
bonds up to the foregoing maturity value 
for the minimum charge, from a single 
$1,000 bond to forty $25 bonds. 


sf Sf 


Auditors and Comptrollers 
Elect New Officers 


At the abbreviated annual meeting of 
the National Association of Bank Auditors 
and Comptrollers, held October 8 in New 
York, Ottmar A. Waldow, comptroller 
of The National Bank of Detroit, was 
elected president to succeed Cecil W. 
Borton, vice-president, The Irving Trust 
Company of New York. 

Mr. Waldow became an official of the 
National Association of Bank Auditors and 
Comptrollers in September, 1939, when he 
was elected to the combined position of 
secretary-treasurer. Since that time he has 
been successively elected to higher offices. 

His early business experience was ob- 
tained in the industrial and public utility 
field, and his banking career began with 
the Highland Park State Bank of High- 
land Park, Michigan, where he served in 
various departments and was made audi- 
tor in 1927. When the Highland Park 
State Bank became a member of the 
Guardian Detroit Union Group, Incorpo- 
rated, he was transferred to the group’s 
officer where he held various accounting 
titles, including that of comptroller. 

When the National Bank of Detroit was 
organized in 1933, he became its auditor 
and held that position until January, 1941, 
when he was appointed comptroller. 





OTTMAR A. WALDOW 


Heads auditors, comptrollers 


Other national officers of the associ- 
ation. were advanced as follows: Hugh 
E. Powers, cashier, Lincoln Bank and 
Trust Company, Louisville, Kentucky, was 
elected to the first vice-presidency; John 
C. Shea, auditor, Whitney National Bank, 
New Orleans, to second vice-president; 
Ben N. Jenkins, auditor, First National 
Bank and Trust Company, Oklahoma 
City, to secretary; and Arthur R. Burbett, 
comptroller, First National Bank, Balti- 
more, newly elected treasurer. D. R. 


5 
Cochard continues as managing editor of 
the National Auditgram. 

The annual meeting was in skeletonized 
form, the regular national convention hav- 
ing been canceled because of wartime 
travel conditions, and only members of 
the organization committee were asked to 
attend. This group consists of a national 
committeeman representing each Federal 
Reserve District and the president of each 
organized conference of bank auditors and 
comptrollers. 

The annual meeting for 1943 will be 
held in Detroit, but no national convention 
will be held for the duration, it was 
announced. 

* * ° 


A. B. A. Releases New Manual on 
Accounts Receivable Loans 


Recognizing the current interest in the 
subject of accounts receivable financing, 
the Bank Management Commission of the 
American Bankers Association has pre- 
pared a manual outlining the credit require- 
ments and operating procedure involved in 
this type of specialized credit. Walter B. 
French, deputy manager, supervised the 
preparation of this timely study. 

The manual is primarily for the benefit 
of banks not now engaged in making loans 
against open accounts receivable, but which 
are interested in expanding their facilities 
to include such financing. The procedures 
given are designed to provide maximum 
protection for the lending institution 
beginning activity in this field, and call for 
more detailed steps than may customarily 
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be employed by banks that have had 
extended experience. 

Among the topics covered in the manual 
are: Differentiation between notification 
and non-notification plans, factors to be 
considered in examining loan applications, 
method of determining maximum size of 
loan, what rate should be charged, and the 
basic forms required. There is also discus- 
sion of the primary requirements to be 
checked in appraising the borrower, and 
the procedure for the borrower under an 
accounts receivable plan. Internal oper- 
ations on the part of the bank are traced in 
detail, along with methods of verifying 
invoices and auditing borrowers’ accounts. 
Special hazards found in accounts receiva- 
ble financing are cited. 

“This type of credit helps bank customers 
when unsecured credit is either not justi- 
fied at all or not enough to meet a legiti- 
mate need,” the manual states in conclu- 
sion. ‘It keeps such customers in the bank 
and promotes an intimate, helpful relation- 
ship with the customers who most need 
help, guidance and advice. The loans are 
self-liquidating. They help in cases where 
business is expanding rapidly. They can 
be used effectively where customers have 
a minimum of capital and a heavy sea- 
sonal business. They help customers step 














DETROIT 


The National Bank of Detroit, 
acting on behalf of the United 
States Treasury, has issued 
more Defense and War Sav- 
ings Bonds than any other 
bank in America. We under- 
stand that the other Detroit 
banks rate proportionately 
high in this endeavor. 


These bonds have been pur- 
chased by the men, women 
and children of Detroit, from 
every walk of life, and every 
income bracket. This per- 
formance tells its own story. 
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up production and lower costs. Accounts 
receivable financing enables customers to 
take discounts and save money by doing 
so, aside from the help they get in main- 
taining good credit.” 

Supplementing the discussion are re- 
productions of ten forms, either developed 
by individual banks or reprinted from the 
A. B. A. book on Simplified Banking Forms 
and Procedure, which illustrate the credit 
and operating procedure involved in 
accounts receivable financing. 


* o + 


A Trio of Unusual Bank 
Advertisements 


Three examples of bank advertising of 
more than ordinary interest are reproduced 
below. 

The advertisement of the National Bank 
of Detroit, stating that it had issued more 
Defense and War Savings Bonds than any 
other bank in America, was inserted in the 
September 28 issue of Life magazine in 
refutation of some observations regarding 
Detroit previously carried in that publica- 
tion. The bank published the statement 
regarding its record War Bond sales with 
the thought that it was significant of 
Detroit’s attitude toward the war effort. 

The newspaper advertisement urging 
the sharing of housing facilities with war 
workers, recently published by Central 
Bank in Oakland, California, caused much 
local comment. It originated from the 
fact that Oakland and adjacent cities are 
crowded with men and women working in 
war industries, and a further need for 


URGENT 


THIS COMMUNITY FACES 
AN EMERGENCY ! 


, 

THOUSANDS OF WAR WORKERS ad cncie fam- 
ilies now in this area need rooms and apartments. 
Unless we help chem, war production will be very 
materially slowed down. 

Also, war industries are expanding, and somehow, 
someway, we must fintl living accommodations for 
additional thousands of workers soon to arrive. 
Spare space in our present homes will help solve 
this serious and pressing problem. 

“f you have a spate room you can rent to & war 








worker, list it either with the Housing Bureau of 
the Chamber of Commerce, GLencourt 7800, or 
with “Miss Housing”, TWinoaks 4771, which is a 
special bureau for shipyard workers. 

If you have space in your attic or basement, or ¢ 
spare room, investigate the possibility of convert- 
ing this space into healthful living quarters. 
Federal regulations permit loses to fimance this 
work and we shail be glad co assis¢ you in every way 
possible in making your financial arreagements. 


This is « real chance to help in 
America's war effort 
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thousands of family units is anticipated. 
Central Bank called on all who had spare 
rooms in their homes to list them for war 
workers’ use, and those who had space 
which could be converted into a family 
housing unit to investigate at once the 
possibility of making a conversion. - The 
only tie-in with the bank’s own business 
was an offer to assist those needing finan- 
cial assistance to make the conversion. 
The advertisement was praised by local 
housing bureau officials and resulted in a 
number of persons calling on the bank for 
help. 

Bank of New York has made an in- 
genious application of the “gremlins” of 
R. A. F. legend to the present-day prob- 
lems of investment management. It 
explains that the “gremlins” are trouble- 
making gnomes of the air, according to 
Céeitic pilots of the R. A. F., who busy 
themselves by jamming machine guns, 
icing wings, and otherwise interfering with 
the complex mechanism of fighters and 
bombers. 

The advertisement goes on to state that 
apparently a similar tribe of vexatious 
sprites is at work to multiply the difficul- 
ties of investment management, and that 
more than ever the situation requires 
vigilance and quick revision of earlier 
viewpoints as new conditions arise. The 
conclusion is that the bank maintains a 
competent investment research division 
for this purpose. 


¢ ¢ o 


Comparative Activity in 
FHA Title VI 


Commercial banks, mortgage companies 
and insurance companies have been the 
largest participants in the FHA’s program 
of mortgage insurance for privately fi- 
nanced war housing projects under Title VI 
of the National Housing Act, Federal 
Housing Commissioner’Abner H. Ferguson 
has announced. 

Detailed statistics now available as of 
June 30, 1942, show that these three types 
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New York, N. Y. 


Three recent bank advertisements of unusual interest, all showing alertness to current developments 
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CHARLES A. MULLENIX, 
new president, Mortgage 
Bankers Association 


Mortgage bankers set billion dollar goal for war bond sales 


of private lending institutions originated 
75 per cent of the $355,291,550 in war 
housing loans approved for insurance under 
Title VI through that date. 

The percentage distribution of these 
mortgages for all types of lending institu- 
tions participating in the FHA program 
was as follows: commercial banks 30.4 
per cent, mortgage companies 25.5 per 
cent, insurance companies 19.1 per cent, 
savings and loan associations 9.9 per cent, 
savings banks 3.2 per cent, Federal 
agencies 1.1 per cent, all others 10.8 per 
cent. 


° ° ° 


Interpreting Provisions of 
Regulation W 


REGULATION W—HOW TO USE IT, 
by Charles S. Cook and C. L. Coe. Pub- 
lished by Cook and Cook, First National 
Bank Building, Concordia, Kansas. 188 
pages, $2.75. 

A handy reference volume for banks, 
finance companies, personal loan companies 
and others engaged in the business of lend- 
ing or selling, and, therefore, responsible for 
determining that their credit extensions 
are in accordance with the provisions of 
Regulation W. 

It covers the regulation section by sec- 
tion. Comment in non-technical language 
clarifies the text, and interpretations now 
in effect are correlated with the regulation. 
Questions, answers and mathematical ex- 
amples cover even more fully the key 
points. 

The authors suggest that the book may 
disclose to a lending institution that it has 
been passing up desirable business per- 
mitted under the regulation, or has been 
handling certain types of transactions that 
are not permitted. 

There are 38 pages of statement forms, 
to assist in the maintenance of adequate 
records. ‘Ten index pages insure quick 
reference to any point in question. It is 





estimated that the book contains the 
answer to all but the most specialized ques- 
tions pertaining to the regulation, and it 
covers the various amendments made since 
the regulation was first issued. 


° ¢ ° 


Billion Dollar War Bond Goal 
Set by Mortgage Bankers 


Charles A. Miullenix, president, the 
Cuyahoga Estates Company, Cleveland, 
was elected president of the Mortgage 
Bankers Association of America, at the 
closing session of the organization’s 29th 
annual business meeting held last month in 
Chicago. The meeting was in the form of 
a three-day Conference on Mortgage 
Finance. 

Mr. Mullenix succeeded Frederick P. 
Champ of Logan, Utah. Herold G. Wood- 
ruff, Detroit mortgage banker, was elected 
vice-president. 

One of the two principal activities of the 
association for the coming year will be the 
promotion of War Bond sales, according to 
Mr. Mullenix. ‘“‘We’ve set our goal at a 
billion dollars,” he announced. “It’s high, 
I’ll admit, but we are going right ahead with 
a will to reach this figure.” Guy T. O. 
Hollyday, Baltimore mortgage banker, 
will head this drive. 

The other major project ahead for the 
association involves a study of post-war 
problems to be affected by current develop- 
ments in war housing and real estate. One 
in a group of eleven problems cited by 
Mr. Mullenix involves the possibility of 
private interests taking over all mortgages 
held by government agencies. 


* > 2 


Nation’s Banks Reach 
New Peaks 


According to figures digested from the 
final 1942 edition of Rand McNally Bankers 
Directory, the commercial banks of the 


United States are in a far sounder condition 
than they were at the comparable period 
of World War I, and the consolidated state- 
ments for all American banks show six high 
points, several being all-time records. 
Total banking resources of the country 
stand today at over $93 billion, the highest 
in history. Deposits also are the highest 
on record, totaling $83,861,110,000, and 
banks have never before held as large a 
total of Government bonds. Surplus is 
the highest since 1933, undivided profits 
and reserves are the highest in ten years. 
Total invested funds have increased nearly 
$3 billion since December, 1941, this gain 
being all in Governments, as both “other 
securities” and “loans and discounts” 
having decreased during the same period. 


o ° . 


Missing Heirs Located 
Through Radio Program 


In 1929 when Jack B. Wallace and his 
brother, A. Stewart Wallace, heirs to a 
$6,000 legacy, could not be located, their 
aunt who was executrix placed the money 
in trust with the Provident Savings Bank 
& Trust Company, Cincinnati. 

This summer the story was broadcast 
by the CBS radio program, The Court of 
Missing Heirs, and news of the legacy 
reached the two young men who were then 
stationed at Camp Wolters, Texas. One 
of the brothers was given a furlough to be 
present at a program of the Court of Miss- 
ing Heirs in New York. On his return to 
camp he stopped to receive from Julius W. 
Reif, trust officer of the Provident Savings 


i 
‘ 


X. 





Missing heir receives legacy 


Bank & Trust Company, the check for the 
legacy. 

The accompanying picture shows Mr. 
Reif presenting the check to the missing 
heir, Jack B. Wallace. With them is 
Mr. Wallace’s aunt, the executrix. 


7] Sf os 


Cleveland Banker Honored at 
Anniversary Celebration 


On Thursday, October 1, John C. Mc- 
Hannan, chairman of the board, Central 
National Bank of Cleveland, was honored 
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J.C. McHANNAN, chairman, 
Central National Bank of Cleveland 


Honored on 50th anniversary with 
the bank 


by bank directors, officers and employees, 
numbering more than 752, on the occasion 
of the 50th anniversary of the day in 1892 
when he entered the bank’s employ as 
messenger. 

The feature of the anniversary celebra- 
tion was an afternoon reception in his 
honor staged by the bank’s Quarter Cen- 
tury Club at Cleveland’s Hotel Statler, to 
which each member of the bank staff had 
received an invitation engrossed with his 
name. 

The reception was highlighted by the 
unveiling of a new, life-sized oil painting 
of Mr. McHannan. W. B. Stewart, well- 
known Cleveland attorney, a director, 
made the presentation speech and the 
portrait was accepted for the 752 members 
of the bank staff by General Benedict 
Crowell, president. 

The day’s festivities concluded with a 
dinner party where the painting was pre- 
sented to the public. It now hangs in the 
bank’s main office lobby at 308 Euclid 
Avenue. 

Central National Bank of Cleveland, 
with more than 200 millions of resources 
and one of the country’s 50 largest banks, 
was founded two years before Mr. Mc- 
Hannan was employed. He became the 
ninth member of the staff. His service has 
continued without interruption through 
practically all of the positions in the organi- 
zation, from messenger through bookkeep- 
ing, teller and junior officership to ranking 
vice-president, from which place he was 
elevated to board chairman three and a 
half years ago. He continues in full-time 
activity at the bank with major execu- 
tive duties. 


Regulation V Volume Reaches 
Impressive Total 


Evidence that virtually the entire war 
production financing burden now rests 
upon the nation’s banks is seen from latest 
figures disclosed by the Federal Reserve 


Board, Washington, D. C., on Regulation 
V financing. 

The board has announced that in the 
six months since the regulation went into 
effect, 15,225 bank loans aggregating $974,- 
430,000 for war production purposes have 
been authorized through the Reserve 
banks. All the loans were made through 
regular banking channels. 

Of the total number of loans authorized, 
29 per cent were for amounts under $25,000 
and 60 per cent were for less than $100,000. 

Kenton R. Cravens, who as administra- 
tor of the War Loans Committee of. the 
Reserve Board had an important role in 
setting up Regulation V, has now returned 
to The Cleveland Trust Company where 
he is in charge of the personal loan and 
finance department. 


Unusual Small Bank Opens 
Attractive New Quarters 


The New Richmond National Bank, New 
Richmond, Ohio, of which John W. 
Haussermann, Philippine gold mining mag- 
nate, is president, held a formal opening 
and dedication of its new $60,000 building 
on October 7. The opening was attended 
by many banking executives in Southern 
Ohio. 

Constructed of brick, stone and rein- 
forced concrete, the building is as modern 
in every detail of construction and equip- 
ment as is possible. It was built by the 
Bank Building and Equipment Corpora- 
tion of America, builders and architects in 
St. Louis, Missouri. 

The outstanding feature of the decora- 



































Guaranty Trust Company of New York 
Fifth Ave. at 44th St. 140 Broadway Madison Ave. at 60th St. 
London: 11 Birchin Lane, E. C. 3; Bush House, W. C. 2 
Condensed Statement of Condition, September 30, 1942 
RESOURCES 

Cash on Hand, in Federal Reserve mae and 
Due from Banks and Bankers . -. - « «© « «$ 572,129,654.05 
U. S. Government Obligations . © © © © «© 1,485,418,916.22 
Public Securities ont te pete 64,338,760.32 
Stock of the Federal Reserve Bank . . ge »800,000. 
Other Securities and Obligations os Wn oe 22,932,988.88 
Loans and Bills Purchased . . ee oF 0) ie 486,914,874.10 
Credits Granted on Acceptances. ° CAS Se 2,018,658.47 
Accrued Interest and Accounts Receivable "UE oa 10,731,644.48 
Real Estate Bonds and Mortgages a: 44 ete 1,749,173.41 
2,654,034,669.93 
Bank Buildings 7 © ° . * © ° . - e a . 10,685,408.19 
Other Real Estate * e * e °* e * e °* 8 @e 1,149,092.38 
Total Resources. . « 2 2 « « - $2,665,869, 170.50 
LIABILITIES SS ah JER 
Deposits . - + $2,299,847,664.83 
Treasurer’s Checks Outstanding 17,553,068.19 ‘ 
$2,317,400,733.02 
Acceptances. . - © «© © $6,210,247.59 
Less: Own Acceptances’ 
Held for Investment. . .. . 4,191,589.12 
2,018,658.47 
Liability as Endorser on meee? and 
Foreign Bills .. . ¢ of aS 71,724.00 
Federal Funds Purchased . coc a eee aw 52,000,000.00 
Foreign Funds Borrowed . . 152,550.00 
Dividend Payable October 1, 1942. re ° 2,700,000.00 
Items in Transit with Foreign Branches and Net 
Difference in Balances Between Various Offices 
Due to Different Statement Dates of Some 
Foreign Branches 1,098,203.50 
Miscellaneous Accounts Payable, Accrued Taxes, ete. 10,956,444.99 
2,386,398,313.98 
Capital . . . . « «© © « « « $ 90,000,000.00 
Surplus Fund... . . . . . 170,000,000.00 
vided Profits .. . ° 19, 470,856.52 
Total Capital Funds . . . . . _279,470,856.52 
Total Liabilities . . . $2,665,869,170.50 
Gaustaoy pawaias to seaane gauss annaine as coqaleh tgrtnes oak at coer eaoen 
This Statement includes the resources and liabilities of the lish and French Branches 
as of September 26, 1942, and Belgian Branch as of October 31, 1941. 
Member Federal Deposit Insurance Corporation 
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Pulling together 


International co-operation for victory is 
assisted by an efficient banking service. 

Your business will receive prompt, 
courteous attention through Branches 
of this Bank in the following countries: 


} CANADA 


Branches from Coast to Coast 


NEWFOUNDLAND 


Branches at St. John’s and twelve 
other points 


WEST INDIES 


Branches in Jamaica, Cuba, Puerto Rico 
and Dominican Republic 
Complete list of branches on request 


NEW YORK, 49 Wall Street 
LONDON, ENG., 108 Old Broad St., EC2 








General Offices 
TORONTO, CANADA 
Capital and Reserve, $36,000,000 


The BANK of 











NOVA SCOTIA 


ESTABLISHED 1832—OVER A CENTURY 
‘ OF SERVICE 











——IN MEMPHIS— 


AND THE MID-SOUTH 
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UNION PLANTERS 
NATIONAL 
Bank & Trust Co. 


Memphis, Tenn. 


Member Federal Deposit 


Insurance Corporation 
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New Richmond National Bank, New Richmond, Ohio 


New building of bank headed by Philippine mining magnate 


tive scheme is a handsome mural depicting 
a scene in the Benguet Consolidated Min- 
ing Company, Philippine Islands, of which 
Mr. Haussermann is president and in which 
many officers and depositors of the bank 
own stock. This painting is hung in the 
center of the rear wall and is seen immedi- 
ately upon entering the door. 

The New Richmond National Bank 
is one of the most prosperous small 
banks in the region, with capital surplus 
and undivided profits of $50,000 each and 
assets of approximately a million dollars. 
The bank was organized in 1904 and 
opened its doors in January, 1905, with 
Lucien M. Dawson as its first president. 
Mr. Haussermann became president in 1936. 


3 S ° 


Bank Celebrates Birthday With 
War Bond Drive 


The National Bank of Commerce in 
Norfolk, Virginia, marked its 75th anni- 
versary last month by devoting the entire 
month of October to special promotion of 
war bond sales by the entire organization. 

In announcing this, President John S. 
Alfriend stated: “Our 75th anniversary 
will be observed, not in the traditional 
manner, but by devoting the utmost effort 
of every director, officer and employee to 
increasing the sale of U. S. War Bonds 
during our entire ‘birthday month’ of 
October. The bank was chartered under 
the form of government for which we are 
now fighting, and this contribution to the 
war effort is made in grateful appreciation 
of the growth and development we have 
enjoyed under that form of government.” 

National Bank of Commerce, now an 
$80,000,000 institution, was founded Octo- 
ber 1, 1867, with an original capital of 
$50,000. In addition to President Alfriend, 
present officers include: F. R. Barrett, 
chairman of the board; A. W. Brock, execu- 
tive vice-president; A. B. Schwartzkopf, 
C. S. Whitehurst, S. T. Northern, I. T. 
Van Patten, Jr., vice-presidents; Charles 


Webster, vice-president and trust officer; 
R. H. Moore, assistant vice-president; C. 
M. Etheridge, cashier. 


7 4 7 


War Bond Records for Savings 
and Loan Field 


To the New York City chapter of the 
American Savings and Loan Institute goes 
the honor of being the first to own a $1,000 
War Bond. It is also said to be the largest 
War Bond investment made by any of the 
Institute’s fifty-seven chapters located in 
major American cities. The Institute is 
the educational division of the U. S. 
Savings and Loan League. 

“New York chapter wishes to have a 
substantial part of its reserves for con- 
tingencies ‘in action’ while the country 
faces its greatest contingency,” states N. 
M. Giffen, Jr., president of the chapter. 
The picture below shows Mr. Giffen com- 











N. M. GIFFEN, JR. GARDNER W. TAYLOR 


Notable war bond transaction 
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pleting the purchase of the $1,000 Series G 
bond from Gardner W. Taylor, president 
of the First Federal Savings and Loan 
Association of New York City. 
Incidentally, this sale brought the total 
War Bond sales of the First Federal Sav- 
ings and Loan Association of New York 
City to $2,098,757.55, which represents the 
largest volume of War Bonds sold by any 
savings and loan institution in the country. 
e * 


Association of Bank Women 
Elects New Officers 


The Association of Bank Women, at the 
annual convention in New York Septem- 
ber 26, elected Miss Henrietta J. Fuchs as 
president. She is trust officer of the Under- 
writers Trust Co., New York. 

Other officers named were: vice-presi- 
dent, Miss Chrissy L. Miller, manager of 
the escrow depart- 
ment of the Washing- 
ton Trust Co. of 
Spokane; recording 
secretary, Miss Sarah 
T. Arthur, Irving 
Trust Co., New York; 
corresponding secre- 
tary, Miss Jeanne C. 
Moffat, assistant 
trust officer, City 
National Bank of 
Philadelphia; treas- 
urer, Miss Grace E. 


MISS HENRIETTA 
J. FUCHS 


Bourne, trust officer, First National Bank 


& Trust Co., New Haven, Connecticut. 

Attendance at the annual meeting was 

smaller than usual due to travel restric- 

tions. Delegates present passed a resolution 

pledging united support of the war program. 
: 5 * 


Ideas for News Letters to 
Men in Service 


In the October issue of The Burroughs 
Clearing House mention was made of the 
lengthy news letter prepared periodically 
at Chemical Bank & Trust Company in 
New York City for distribution to former 
employees now in the armed services. The 
suggestion was made that the idea is not 
patented, and now it appears that other 
banks have also been issuing home com- 
muniques to the men “up front.” 

On August 1 the Central National Bank 
of Cleveland issued News Letter No. 1 to 
men from the bank who are now in the 
armed forces. The letter is printed on 
8% x 11 sheets, using typewriter face type. 
A laudable new angle is that the employzes 
and officers in the bank purchase copies of 
the letter for their own reading, at a rate 
of not less than five cents a copy. The 
proceeds are used for supplying men in the 
service with appropriate tokens of appreci- 
ation from time to time. 

The Round-Up, employee publication of 
the Valley National Bank, Phoenix, Ari- 
zona, dedicated a special issue in August 
to the staff members of the bank now em- 
ployed by Uncle Sam’s armed forces. While 
every issue of Round-Up contains letters 
from Valley Bank soldiers, in the special 
issue the procedure was reversed and the 
letters were written by friends at the bank, 
addressed to the men in the service. They 
were filled with news about staff members 
and daily happenings at the bank. 
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JUST A LOT OF DOODLING 


. the result of many a conference 


by don herold 


I have sat.in many a _ business 
conference and wondered why 12 
men in a room should so often add 
up dumber than any one of the 12. 


I hate most conferences. 


So I was just the man for the 
Hammermill Paper Company to come 
to for help in writing the booklet, 
‘‘How to Harness a Conference.’’ 


They already had most of the 
answers; what they wanted from me 
mostly was some emotional dressing 
and some literary salt and pepper. 


Hammermill has developed, among 
other things, some smart ideas for 
printed forms which help keep a 
conference on the beam, get it down 
to brass tacks, and nail its results. 
Forms that cover every detail of a 
meeting: the date . . . who was pres- 
ent ... what was decided . . . who is 
to do what, and when .. . who is to 
follow through. 


If you’ll read my booklet, and 
study the Hammermill forms, I be- 
lieve fewer of your conferences will 
result in just a lot of aimless doodling 
and the accumulation of a pile of 
cigar and cigarette butts. 


Hammermill is very proud to be 
the first recipient in the pulp and 
paper industry to receive the 
coveted Army-Navy Production Award— 
an evidence that PAPER IS WAR MATERIAL 







HAMMERMILL PAPER COoO., ERIE, PA. 


Please mail me, free, a copy of Don Herold’s 
booklet, ‘How to Harness a Conference.’’ 





(Please attach to your bank letterhead) BCH—NOV. 


P. §. to Hammermill: You might as well send me, at the same time and just as free, 
your new Reference File of Checks in bank and commercial sizes. CHECK [1] 
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September 30, 1942 — 


RESOURCES 


Con ee eee eee ees «st oe e Se 
U. S. Government Securities. . . 





« + $193,155,800.36 

° e « e 9§$30,891,777.52 
State, County and Municipal Securities. . . ..... 18,459,249.57 
re ee ee ee es ee 41,133,263.45 
Loans and Discounts . . a ee 85,684,084.25 
































Bank Buildings . . 2. sss ss ee we te we ee 2,750,000.00 
Accrued Interest Receivable .... +++ +e s 2,290,714.04 
Customers Liability Account of Acceptances. . . . . . 903,307.54 








$675,268,196.73 






LIABILITIES 























ee ee ee ee 
Surplus and: Net Profts ... . + +2 ee eee 0 33,185,464.19 
Reserve for Contingencies . . . yy, male is ries a ee 3,079,104.59 
Dividend (Payable October 1, 1942) tk Gee eee 875,000.00 
Reserve for Taxes ... . i lain kh eek a aa Cs a 2,588,340.05 
Unearned Discount and pane SPA eo an * 209,373.56 
BORIS. 5 ck 6 eg he SS Ke eed 1,727,837.25 





Deposits. . « « « « © « « © © © « » 619,603,077.09 


$675,268,196.73 





















EVAN RANDOLPH, President 


CHARLES P. BLINN, JR., Executive Vice-President 


MEMBER OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


Philadelphia, Pa. 
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Calm, clear-thinking leader : W. Linn Hemingway, president, Mercantile-Commerce Bank and Trust Company, St. Louis 


A MAN WHO SEES THINGS THROUGH 





New ABA Present 


A word portrait of the capable banker who will be at the helm 
of the American Bankers Association in the critical year ahead 


ACK in 1916 a movement was 
started in Arkansas to pass a 
banking bill that included provi- 
sions for state guarantee of bank 
deposits, and for retention of all re- 
serves of state banks within the state. 
Although the measure had consider- 
able popular support, there were many 
who considered it unsound, and a 
bankers’ committee was organized to 
oppose its passage. The net result 
was that the state legislature killed 
the proposed bill, an action that was 
construed as a substantial victory for 
sound banking. 
The chairman of the bankers com- 
mittee which opposed the measure was 


By 
HARRY V. ODLE 


Editorial Staff, 
The Burroughs Clearing House 


W. Linn Hemingway, then president 
of the Mercantile Trust Company of 
Little Rock. The sequel to this 
episode took place the following fall, 
at the wartime convention of the 
American Bankers Association held in 
1917 at Atlantic City. The attention 
of the officers of the A. B. A. Trust 
Division had been called to Mr. Hem- 


ingway’s part in the Arkansas contro- 
versy, and as a consequence he was 
placed on the executive committee of 
the division. This was his first experi- 
ence with A. B. A. activity, in which 
he has been interested ever since. It 
is coincidental that Atlantic City 
twenty-three years later was the scene 
of Mr. Hemingway’s election as second 
vice-president of the A. B. A., and he 
assumes the presidency at a time 
when America is again at war. 

It is now a matter of record rather 
than news that Mr. Hemingway was 
elevated to the A. B. A. presidency on 
September 30, at a meeting of the 
Executive Council in New York, fol- 





a 
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lowing “the resignation of Henry W. 
Koeneke to permit the traditional 
succession of officers. 

That Mr. Hemingway is fully aware 
of banking’s vital responsibilities in 
the current war effort is evident from 
his first statement issued to the press 
following his installation as A. B. A. 
president. “Our first objective,” he 
declared, “is to help in every way 
possible the nation’s program for 
winning the war.” To that end he 
pledged to the Secretary of the Treas- 
ury the whole-hearted support of the 
banking system in exerting even greater 
efforts to sell war bonds to the public, 
and in supplying the additional funds 
needed by purchasing more and still 
more Government obligations suitable 
for bank investment. 

In the same official statement, Mr. 
Hemingway recognized the contribu- 
tion that banking can make toward a 
sound and lasting peace after the war. 
“The return of our country to the ways 
of peace and the rehabilitation of the 
torn and bleeding countries of the old 
world involve questions of finance 
which are our special field,” he pointed 
out. “As specialists in that field we 
offer our services in the building of a 
program for binding up the wounds of 
prostrate nations and starting human- 
ity again on its slow march towards a 
better life.”’ 

To realize that Mr. Hemingway’s 
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official pronouncement of a policy of 


. complete co-operation in the war effort 


is no mere lip service, one has only to 
turn to the activity of the Mercantile- 
Commerce Bank and Trust Company, 
St. Louis, of which he has been presi- 
dent since 1933. 


‘THE sincerity of Mr. Hemingway’s 

words is, for example, clearly reflected 
in the bank’s current investment 
policy. Prior to the time the nation’s 
defense program was launched, it was 
the bank’s policy to invest in very short 
maturities, foregoing money profits 
that might otherwise have been ob- 
tained, in order to maintain a liquid 
position. When the nation began its 
preparedness drive, Mr. Hemingway 
felt that it was the patriotic duty of 
the banks to support the government. 
Since that time, the Mercantile-Com- 
merce Bank has been taking its share 
of each issue, and has not sold any of 
the bonds acquired. In December, 
1940, the bank had holdings of govern- 
ment securities totaling $32,343,978; 
just a year later this was more than 
doubled, totaling $78,586,144. Mr. 
Hemingway is in accord with the 
recommendation of the A. B. A. 
Economic Policy Commission that 
bonds intended for bank investment 
be restricted to maturities not exceed- 
ing ten years, and he favors a policy 
of staggered maturities for bank port- 


folios. He believes that it behooves 
all banks, small as well as large, to 
assume their share of the Government 
financing load. 

Conformity with Mr. Hemingway’s 
official views as A. B. A. president is 
also found in the Mercantile-Commerce 
Bank’s wartime lending policies. In- 
stallment loan volume has been meas- 
urably curtailed. The bank has been 
active in financing war industry, and 
originated one of the first navy loans 
made under Regulation V and the first 
one in the eighth Federal Reserve Dis- 
trict. In this connection, Mr. Heming- 
way makes the interesting observation 
that the war has brought about a 
change, or rather a reversion, in bank 
lending technique. Loans now tend 
to be made upon such credit factors as 
character and management skill, as in an 
earlier day, rather than upon collateral. 

That the bank’s policies jibe with 
Mr. Hemingway’s public statements 
is of course not surprising, for friends 
invariably cite his complete sincerity 
as one of his outstanding traits. It 
may be opportune here to analyze 
some of the other qualities of the man 
who now heads the American Bankers 
Association in this highly critical year. 

A good way to size up the personal 
characteristics of an individual is to 
ask the men who brush elbows with 
him in the daily routine of business. 
Fellow officers at the Mercantile-Com- 


Mr. Hemingway’s bank has developed a complete job classification, employee rating, salary standardization program 
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General Comments: 
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—_.. Js neat and pleasing 





Is. 


Employee Date 
Department . Rated by : 
In order that we may effectively rate the above named employee, please express your opinion 


and if the phrases supplied are not adequate, feel free to write in your opinion on the line 
provided. Under the heading “Duties Performed", be very brief. Under the heading “Promotional 
Material", indicate any other jobs anywhere in the bank for which you think the employee might 


1. As to APPEARANCE, the employee 5. 
___Makes the best possible impression 
Is extremely neat and pleasing 


— Is neutral and unimpressive 
— Is slovenly and unattractive 


MERIT RATING FORM 





Check the phrase which best deséribes the employee, 









As to BPFECT ON CO-WORKERS 
Inspires loyalty and good work 
— Promotes co-operation 
___fias no outstanding effect on co- 
snail workers 

— Sometimes knocks and causes trouble 
Often breeds trouble and dissatis- 





2. As to INITIATIVE 
— Pushes werk through on own 


—_Depends slightly on others 










bility 


— Needs direction and help in many cases 
Needs considerable supervision 
Must always be told what to do 






faction 





responsi- 
6. As to QUANTITY OF WORK 
— Js one of the best we have had 
Turns out more than the usual amount 
—_—— turns out a satisfactory amount 
Turns out a fair amount 

















3. As to QUALITY OF WORK 


— Rarely makes mistakes 
— —_ Makes occasional errors 
— Is often inaccurate 

Is highly inaccurate 


Almost never makes mistakes 7. 


——Zurns out just enough to hold job 








As to ABILITY TO HANDLE PUBLIC 
— 1s unusually successful 
Is ingenious and tactful 

— Is pleasant and courteous 
— «18 too hesitant and diffident 





— Is interested and diligent 
Is somewhat indifferent 


















4. As to INTEREST AND APPLICATION 
——Morks continuously and enthusiastically 
—_._Works with diligence and enthusiasm 8. 


— Js indifferent and somewhat lazy 


— Is likely to antagonize people 
Has no’ public contacts at present 












As to ABILITY TO SUPERVISE 

Inspires subordinates to work 
Leads by example 

— Js tactful but firm < 






























DUTIES PERF 


9. Grade employee as to these qualities: 
SPEED 


Above Average 


—— — 1S hesitant and diffident 
Antagonizes and/or shows favoritism 
—/ias no supervisory authority 










ACCURACY 
Very fast —_Bxtra Accurate 
Above Average 
—_. — Average 
—_Below Average 
—_ Very Inaccurate 




























PROMOTIONAL MATERIAL, 


HOW SUITABLE IS EMPLOYEE FOR PRESENT JOB’, 
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Block-long lobby of Mercantile-Commerce Bank and Trust Company, the nation’s 41st largest bank 


merce Bank show surprising unanimity 
in their word portraits of Mr. Heming- 
way. Their composite picture is very 
clearly outlined as follows: 

“Linn is extremely sincere, even 
tempered, never flustered. He grows 
in stature with acquaintance. He 
always has his feet solidly on the 
ground, and has notably good judg- 
ment. He thinks directly to the point, 
cutting through superfluous detail, 
and if he does not know the answer to 
a specific question he does not hesitate 
to say so. A salient characteristic is 
his thoroughness, his desire to ‘get 
at the bottom of things.’ Once he 
starts something, he sees it through. 
He expects results, but is not unrea- 
sonable in his demands. He is a fine 
man to work with, and for.” 

In summary, an ideal type of level- 
headed leader to have at the helm of 
an organization like the American 
Bankers Association during rough 
weather. 

As this reporter’s personal footnote 
to the list of Hemingway characteris- 
tics, it might be added that he has a 
flair for succinct speech that promises 
to be the despair of zealous news 
gatherers seeking expanded statements. 
Furthermore, when he is the subject 
at hand, he definitely lacks a “nose for 
news.” 

Despite the fact that he has had a 


long and varied banking career, plus 
numerous outside interests, he fails to 
perceive that there is anything of news 
interest about him whatsoever. “I 
just go along doing the job every day, 
the best I can,” he remarks deprecat- 
ingly, ‘‘and there isn’t anything worth 
mentioning in that.” 


O the interview with Mr. Heming- 

way resolved itself into a process of 
painstakingly extracting information 
from him, but getting more from his 
associates. 

He “doesn’t know much about 
music,” yet he is a member of the 
board of directors of the Municipal 
Theater Association of St. Louis, which 
each summer sponsors immensely popu- 
lar outdoor opera performances, and 
he is also on the board of directors of 
the St. Louis Symphony Society. 

Under pressure, Mr. Hemingway 
admitted other affiliations which re- 
veal the broadness of his interests. 
Bespeaking his interest in education is 
the fact that he is a member of the 
board of trust of Vanderbilt Univer- 
sity, the board of directors of Wash- 
ington University, St. Louis, and the 
board of regents of The Graduate 
School of Banking. 

He takes a prominent part in civic 
affairs, and encourages others at the 
bank to do likewise. Over a long period 


of years he has been active in the St. 
Louis Chamber of Commerce, serving as 
chairman of the board during 1937-1939. 
He has also been active in the affairs 
of the U. S. Chamber of Commerce 
and the International Chamber of 
Commerce, having attended meetings 
of the latter organization in Paris in 
1920 and at Copenhagen in 1939. 

He is alert to the importance of good 
government. The Governmental Re- 
search Institute in St. Louis, an organi- 
zation devoted to fact-finding in the 
interest of more efficient government, 
finds him an active supporter. He is 
also affiliated with the Missouri Insti- 
tute for the Administration of Justice, 
which has been responsible for the 
adoption in Missouri of a model non- 
partisan plan for electing judges, and 
is now battling a political movement 
for its repeal. 

Probing further, we find that Mr. 
Hemingway’s interests are even inter- 
national in scope. His viewpoints on 
the development of world trade as the 
basis of world prosperity have the 
ring of a Cordell Hull, and he is an 
enthusiastic advocate of Pan Ameri- 
canism. In fact, he is more than a 
advocate; he is an active practitioner 
of the latter doctrine. He has traveled 
extensively in Mexico, Central Amer- 
ica and Cuba. Several years ago when 

See NEW A.B.A. PRESIDENT—Page 32 
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R. SMITH, President of the 
XYZ Company, had a financ- 
ing problem. The XYZ Com- 

pany was located in the Middle West 
and its normal peace time production 
consisted of the manufacture of fabri- 
cated metal parts for the automotive, 
refrigerator and related industries. 
The company had a net worth of 
$1,600,000, working capital of $1,000,- 
000 and an average annual sales volume 
of about $3,500,000. Prior to the 
curtailment of production of civilian 
goods, Mr. Smith’s company had 
obtained some small orders to supply 
parts for war products. Later, as this 
country’s manufacturing capacity was 
converted over to all-out war produc- 
tion, the company received two sub- 
stantial prime contracts and some addi- 
tional subcontracts totaling $25,000,- 
000. Provision was made through 
Defense Plant Corporation for the 
necessary equipment and other plant 
facilities required. A cash forecast 
showed that it would be necessary to 
have additional working funds avail- 
able in an amount up to $4,000,000 
over a two-year period to finance in- 
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An Inside Study 
of “V’ Bank Loans 


By 
DONALD F. VALLEY 


Vice-President, National Bank of Detroit, Detroit, Michigan 


A timely analysis of the credit factors and general 
procedure involved in handling Regulation “V” loans. 
The bank has been notably active in this field, and 


the article is based on its own experience with this 


type of financing that is rapidly growing in volume 


creased inventories and _ receivables. 

Mr. Smith knew that a loan of 
$4,000,000 to a company with a net 
worth of $1,600,000 and a working 
capital of $1,000,000 was not possible 
to obtain under the traditional con- 
cepts of commercial banking. More- 
over, Mr. Smith, though realizing that 
the immediate and most important 
problem was to produce war materials, 


““V’ loans offer advantages to borrower, bank and government 


HAL Y. LEMON 
Vice-President 


DONALD F. VALLEY 
Vice-President 


J. A. ZINN 
Credit Department 


W. EARLE BLAKELEY 
Vice-President 











was looking forward, like any good 
business man, to the time of re- 
conversion to peace time business at 
the end of the war. He realized the 
economic importance of the prompt 
return to normal business, and its 
effect on employment following the 
emergency period, and he could visu- 
alize his working capital being frozen 
in wartime receivables and inventories 
for which payment might be deferred 
for a considerable length of time, 
awaiting the post war settlement of 
canceled contracts. He further rec- 
ognized that additional bank financing 
for reconversion to peace time produc- 
tion could not be obtained while a 
$4,000,000 loan, which he could not 
pay until his war contracts were 
settled, remained outstanding. Inter- 
est on a loan of $4,000,000, which 
would amount to $140,000 annually 
at a 3% per cent rate, along with pay- 
ment of accrued taxes and other fixed 
expenses would be an unbearable bur- 
den to the company during a non- 
productive period. However, Mr. 
Smith found the answer to his financ- 
ing problem by obtaining a Regula- 
tion “V” loan with its protective fea- 
tures benefiting both the borrower 
and the bank. 

Loans made under Regulation “‘V”’ 
of the Board of Governors of the 
Federal Reserve System, issued pur- 
suant to Executive Order No. 9112 
of March 26, 1942, represent a special- 
ized type of financing designed to fit 
the needs arising from increased work- 















s 


ing capital requirements under war- 
time production. The armed services 
lack the facilities and man power to 
make and supervise the additional 
advance payments and loans required, 
and their man power could be used 
better elsewhere. Other governmental 
agencies are already overburdened 
with new tasks and duties. Credit 
factors and the uncertainties of war- 
time production made it obviously 
imprudent for commercial banks to 
loan their depositors’ money on the 
usual basis to the extent needed. Yet, 
the unused reserves, trained personnel, 
desire to help, and experience of com- 
mercial banks constituted important 
assets which were available to do this 
essential job, and with the backing and 
assistance of the United States Govern- 
ment these assets now are being used 
with excellent results. 

Many advantages under this form 
of financing, accruing to the govern- 
ment, the bank and the borrower, are 
apparent. The government is relieved 
of the investigation, policing and super- 
vision necessary for making advances 
and loans. It is not required to expand 
an already large organization and it 
is not required to advance funds until 
the war products it has ordered are 
delivered and ready to be used in 
carrying out the primary objective of 


A standardized form of loan 
agreement has been developed 
for smaller ““V“ loans 
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This ‘’V“’ loan customer has greatly expanded his normal operations as a result of war contracts 


combat with the enemy. Banks are 
able to use their idle funds accumu- 
lated from increased deposits and de- 
creased peace time loans. They are 
able to maintain their loaning relation- 
ship with established customers and 
are able to extend credit to war 
producers in excess of amounts loan- 
able under normal standards without 
excessive risks. This is possible be- 
cause Regulation “V” provides for 
the guarantee, by the Army, Navy or 
Maritime Commission acting through 
the Federal Reserve banks as fiscal 
agents, of varying percentages of loans 
made for war production purposes. 


The banks, through their years of 
experience, know the borrower, are 
acquainted with the abilities of man- 
agements, are qualified to make neces- 
sary financial analyses, and have a 
valuable store of antecedent informa- 
tion at hand. They have the facilities 
and the personnel for making and 
supervising loans, and the knowledge 
and the methods necessary for the 
development and analysis of data with 
respect to the borrower's financial 
position, prospects, earning power and 
production. . 

The borrower, with a “‘V”’ loan, con- 
tinues to deal with his regular com- 
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mercial banker. Under the provisions 
of Regulation “V,’’ a company may 
borrow from banks sufficient money to 
finance its war production on terms 
which will coincide with its ability to 
repay such loans out of sums received 
on war production contracts, whether 
received in payments of finished goods 
or in settlements after cancellation or 
termination of contracts. The amount 
borrowed can roughly approximate the 
total amount invested in accounts re- 
ceivable and inventories required by 
war production. It is thus unneces- 
sary to invest pre-war working capital 
in receivables and inventories which 
may become frozen at the end of the 
war period pending settlement of can- 
celed contracts. The borrower is given 
protection against cancellation of his 
war contracts at the convenience of 
the government, in Section 6 of the 
Guarantee Agreement, which provides 
that a portion of the loan made under 
Regulation “V” has maturities sus- 
pended and interest waived in event 
of cancellation. The portion of the 
loan on which maturities are suspended 
and interest waived is determined by 
multiplying the total loan by the per- 
centage of which canceled contracts 
bear to uncompleted contracts on 
hand prior to such cancellation. In 
other words, if 75 per cent of a com- 
pany’s uncompleted contracts are can- 
celed, 75 per cent of its loan has ma- 
turity suspended and interest waived. 
Such suspension and waiver continues 
until determination and payment of 
the amount due under the canceled 
contracts, or until at least one year 
after such determination in the event 
that payment is not made following 
the determination of the amount due. 

Thus, through the benefits which the 
borrower receives from this suspension 
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of maturity and waiver of interest, 
and in view of the loan roughly 
approximating the amount invested 
in war receivables and inventories, the 
company’s pre-war working capital 
automatically becomes free to resume 
peace time business. 

Advance payments received from the 
armed services now bear interest the 
same as loans from banks, although 
the rate paid on the advances is often 
somewhat lower than the interest rate 
charged by banks on Regulation “‘V”’ 
loans. This differential is more than 
made up, however, with companies 
reporting Federal income taxes on an 
invested capital basis, as they receive 
credit for 50 per cent of the outstand- 
ing bank loan as an addition to their 
tax base. 


A GENERAL outline of the proce- 

dure to be followed and the informa- 
tion required to be obtained in connec- 
tion with the granting of a Regulation 
““V”’ loan follows: 

1. Preliminary discussion with bor- 
rower. 

2. Acquisition and preparation of 
financial information and other data; 
preparation of bank credit agreement. 

3. Application to the Federal Re- 
serve Bank for guarantee and closing 
of loan. 

4. Follow-up procedure. 

For the preliminary discussion the 
customer should be prepared to furnish 
the bank with certain financial state- 
ments, preferably a copy of the audit 
for the last fiscal year and a late interim 
financial statement; information on its 
unfilled war orders broken down as to 
Army prime contracts, Navy prime 
contracts, Maritime prime contracts, 
and subcontracts or purchase orders 
similarly classified as to Army, Navy 


or Maritime Commission, together 
with information on any other produc- 
tion or work being done; and an esti- 
mate of its borrowing requirements 
showing the amount needed and period 
for which the credit is to be used. 
With this information it is possible to 
determine if a “‘V” loan is applicable 
to the company’s situation and the 
provisions and conditions under which 
such a loan might be granted. The 
most important single fact which the 
banker must determine, by discussion, 
investigation and study, is whether 
the customer can successfully fulfill 
his contracts. If it is determined that 
a “V” loan could be made, the cus- 
tomer should be asked to furnish the 
more complete information required 
while the bank is drawing up the credit 
agreement. The additional informa- 
tion requested from the company is 
dictated by normal credit requirements 
and by the requirements of the guaran- 
tor and should include: 

1. Financial Statements. 

One copy of audit for last fiscal year 
and one copy of late interim statement. 

2. Cash Forecast. 

Such forecast should be on a monthly 
basis showing need for loans and 
projected over the period of the pro- 
posed credit. 

3. Information on Prime Contracts, 
Subcontracts and Purchase Orders. 

This information should be furnished 
in the form required by the application 
for guarantee to the Federal Reserve 
Bank. It is desirable to have photo- 
static copies of contracts and purchase 
orders where possible. In cases where 
the number of contracts and purchase 
orders makes it prohibitive to furnish 
all the data requested for each such 
contract and purchase order, it is per- 

See ““V’”” BANK LOANS—Page 34 


“Commercial banks have been given an opportunity . . . the program is meeting an enthusiastic response” 


Part of loaning officers’ section at the National Bank of Detroit 
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By HENRY D. RALPH, Washington Correspondent 


Coupon Rationing Plan 
Undergoing Test 


Eighteen banks in the Albany- 
Schenectady-Troy area of New York 
state are voluntarily contributing their 
services for the current preliminary 
test of the Office of Price Administra- 
tion’s ration-banking plan. This plan, 
as it will be tested in the New York 
area, will establish coupon accounts 
similar in many respects to ordinary 
checking accounts. These accounts 
will not, however, be tied up in any 
way with regular bank accounts. 

A retailer handling sugar, for ex- 
ample, will simply open a ration cou- 
pon account with a bank, depositing 
the sugar coupons he receives from his 
customers. Then, when he wishes to 
secure additional sugar from. a whole- 
saler he will draw a transfer voucher, 
similar to a check, against the balance 
in his account. The primary difference 
from regular banking is that the book- 
keeping will be done in pounds of 
sugar or gallons of gasoline instead of 
in terms of dollars and cents. Deposits 
will be received either through the 
tellers’ windows or by mail. The details 
are now being developed by practical 
banking men in co-operation with the 
government agencies concerned. Those 
participating in the planning include 
the OPA, the Federal Reserve System, 
the Federal Deposit Insurance Cor- 
poration, the Comptroller of Currency, 
the American Bankers Association, 
William R. White, New York state 
banking superintendent, and repre- 
sentatives of the eighteen banks con- 
cerned. The New York area was 
selected for the preliminary test of the 
plan because it contains a_ typical 
variety of business enterprises, is in 
the current gasoline rationing zone, 
and is a completely integrated market- 
ing area removed from other large 
wholesaling areas. 

The most important point of the test 
to bankers will be the details of how 








LOUIS KROEGER, Executive Officer, OPA Rationing Division 


In charge of perfecting bank plan for handling ration coupons 


banks are to receive and handle the 
rationing stamps, coupons and certifi- 
cates from the business men who de- 
posit them, the handling of transfer 
vouchers that will serve as checks 
against ration credit accounts, and the 
clearing of the vouchers. One point 
that will come up for consideration is 
the physical work of counting the 
stamps and coupons. Another question 
to be settled in the preliminary test will 
be that of a fair method of compensa- 
tion for the burden to be shouldered 
by the banks. 

In preparation, a staff from the 
Washington headquarters of the OPA 
has established field headquarters in a 
Ration Banking Office at 76 State 
Street, Albany, New York. 

The OPA points out that the plan 
should fit readily into a bank’s oper- 
ation, for both banks and clearing 
houses can use the same equipment, 


trained personnel, and methods that 
they employ in handling currency. 


of ¢ ° 


First Food-for-Freedom 
Goals for 1943 Established 


Steadily increasing goals in the 
Department of Agriculture’s Food-for- 
Freedom Program will help country 
banks maintain 1941-1942 agricultural 
loan levels through the coming year. 
First goals approved by the: govern- 
ment’s Food Requirements Commit- 
tee for 1943, for the production of 
vegetables for winter and spring mar- 
keting in ten southern and south- 
western states, range as much as 15 
to 30 per cent ahead of 1942. 

Other food goals tentatively set up 
by the Agricultural Department for 
1943 also support the conclusion that 
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the combined food requirements of the 
armed forces, lend-lease and civilians 
will hold acreage goals at least to the 
level of the current year. Such produc- 
tion quotas call for an increase in the 
output of cattle, hogs, dairy products, 
poultry and eggs, corn and other feed 
grains, dry beans, peanuts, peas, sugar, 
vegetables, beets and potatoes. 

Evidence that the Food-for-Freedom 
Program will need all the banker sup- 
port that can be mustered is seen from 
the fact that current predictions indi- 
cate a production lag, rather than an 
increase, at least in some categories. 
Shrinking of the labor supply is one 
factor in this forecast, less favorable 
growing conditions another. 

Country banks have played an 
important part in the Food-for-Free- 
dom Program on several fronts, and 
will continue to do so. Not only will 
they be active in financing the in- 
creased agricultural goals called for by 
the war needs, and in financing the 
storage of crops pending their distri- 
bution for consumption, but they are 
counted on to fill an important mis- 
sionary role in their daily contacts. 
The latter job is one of co-operating 
with the Department of Agriculture 
and county farm agents to acquaint 
farm customers with the need for in- 
creased production, and to inform 
them of the types of products that are 
most urgently needed. 

Also important today as farmers 
accumulate surplus funds is financial 
counsel on proper use of the surplus. 
The banker can advise his farm clients 
to retire existing debts and to antici- 
pate future payments on long-time 
obligations. He can urge expenditures 
for necessary repairs and maintenance 
to farm buildings, when critical mate- 
rials are not involved. And he can 
explain to farmers, in simple, practical 
terms, the need for investment in War 
Bonds and Stamps. 

The Department of Agriculture has 
been pleased with the enthusiastic 
support bankers have given the pro- 
gram during 1942. Bankers from more 
than 2,000 counties have conferred 
with USDA War Boards and represent- 
atives of state colleges, farm organiza- 
tions, and the United States Depart- 
ment of Agriculture to help surmount 
the local obstacles to top food produc- 
tion. 

Nearly 22,000 copies of the booklet, 
“‘How Banks Can Assist in the Food- 
for-Freedom Program,” have been 
distributed to the 14,000 members of 
the American Bankers Association, 
while an additional 10,000 copies have 
been sent to the War Boards, to mem- 
bers of the American Farm Economic 
Association, and to colleges, extension 
services, governmental credit agencies 
and others. 

Continued close co-operation with 
the Food-for-Freedom Program will 
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CLAUDE R. WICKARD, Secretary of Agriculture 


Food goals for 1943 to be increased; banker help needed 


not only help win the war, but help 
banks and farmers alike to cement 
working team spirit for meeting post- 
war problems. 


* a ° 


Treasury Offerings to Banks 
Seen as $4 Billion Monthly 


The Treasury’s plans for financing 
the war apparently will call on the 
commercial banks to absorb around 
$4 billion of government securities 
every month with a top interest rate 
of 2 per cent. 

This became apparent in the Octo- 
ber financing when the Treasury sold 
around $4 billion of securities in a 
single two-day offering, about equally 
divided between 2 per cent 8- to 10- 
year bonds and 1% per cent notes 
maturing in 1946. At that time 
Secretary Morgenthau declared that 
he considered 2 per cent a high enough 
rate for bonds with 7- to 10-year 
maturity, which are particularly de- 
signed for bank investments. For some 
time there has been pressure on the 
Treasury to increase its interest rates 
and there have been some indications 
that investors were delaying purchases 
of government securities in anticipa- 
tion of a higher yield on future issues, 
but the Secretary’s statement indicates 
that he expects 2 per cent to be the 
top limit for some time to come on 
7-10-year bonds sold to banks. 

Latest estimates of the Bureau of the 
Budget are that the government will 
have to borrow around $63 billion dur- 
ing the current fiscal year which ends 
June 30, 1943, or around 70 per cent 
of the money needed to finance the 


war. War costs this year are esti- 
mated at $85 billion, and only $22 
billion or perhaps a little more will 
come from taxation, including the 
revenues from the recently-enacted 
tax bill which will yield between $6 
and $8 billion during an entire 12- 
month period. Another tax bill is due 
in a few months, to raise this much 
additional, but even so the Treasury’s 
borrowings must be on an unprece- 
dented scale. 

Deducting borrowings so far this 
fiscal year, the Treasury will have to 
borrow some $50 billion between now 
and mid-summer, or some $5 to $5.5 
billion per month. War savings bonds 
to the general public are still counted 
on to average $1 billion per month. 
Sales of other types of Treasury securi- 
ties to non-banking investors, now 
being pushed vigorously by Victory 
Fund Committees, may be around half 
a billion a month, although there is a 
possibility that such sales may go con- 
siderably higher. This would indicate 
that commercial banks may be called 
on to absorb close to $4 billion of 
various types of securities every month, 
on the average, from now until the 
war ends. 

The October offering of $4 billion 
was barely oversubscribed, suggesting 
that the Treasury may run into dif- 
ficulties on future issues. However, 
the next offering of this size probably 
will be kept open longer than two days 
and may be a “tap issue” which will 
remain on sale for some time in order 
to give investors more opportunity to 
acquaint themselves with its terms. 
Particular efforts will be made to give 
smaller banks an opportunity to pur- 
chase future issues, because the big 
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city banks in New York and Chicago, 
which formerly bought the bulk of 
Treasury securities, are running low on 
reserves. About 25 per cent of the 
$4 billion October offering was taken 
by non-banking investors, indicating 
that the Victory Fund Committees 
were able to make heavy sales even 
though the issues were on the market 
but two days. 


¢ * 


Wartime Liquidation of 
Small Business 


Federal loan assistance may be pro- 
vided for an entirely new class of small 
business man —the retailer, wholesaler, 
manufacturer or service shop forced 
out of business by wartime shortages 
of goods—if Congress follows the 
suggestion of Donald M. Nelson, 
chairman of the War Production 
Board. 

In testimony before the Senate Small 
Business Committee Mr. Nelson pro- 
posed the creation of a War Liabilities 
Administration to facilitate more or- 
derly liquidation of small business casu- 
alties of the war program, and to 
provide those firms forced out of busi- 
ness with an opportunity to re-enter a 
competitive economy after the war. 

Mr. Nelson said that the primary 
objective of his proposed War Lia- 
bilities Administration would be to 
make sure that the business which 
cannot make a profit because of 
priorities, rationing price controls, and 
labor shortages would not be “‘packed 
away, in grease or otherwise, against 
the end of the war.” 

Admitting that casualties to small 


business would be high, no matter 
what the government does, Mr. Nelson 
warned against the danger of putting 
machinery or labor or management 
brains in “‘cold storage” for the dura- 
tion of the war. Pointing to the need 
of employing all of the management 
ability, man power and materials we 
have in essential war purposes, he 
emphasized the need for stronger 
measures to aid small manufacturers 
to convert to war production, as well 
as making some provisions, when they 
could not convert, for moving their 
men, machines and management into 
the plants of firms with war jobs. 

From a financial viewpoint the new 
War Liabilities Administration could 
aid small businesses to meet the short- 
and long-term claims of creditors, 
Mr. Nelson said. Such support would 
aid in freeing the productive facilities 
of these businesses for active participa- 
tion in the war effort. 

Acuteness of the ‘‘squeeze”’ on the 
nation’s distribution system was em- 
phasized by the testimony before the 
committee by Wayne C. Taylor, 
Undersecretary of Commerce, who 
estimated that more than 300,000 
retail stores, approximately one-sixth 
of all the outlets in the country, would 
close their doors by the end of 1943. 
The majority of these stores, Mr. Tay- 
lor emphasized, would be the small, 
independent, neighborhood establish- 
ments. Some 1,400,000 workers would 
be drawn from the retail and whole- 
sale trades into military and war 
industry service by the end of 1943, 
he added. 

Remedies proposed by the Depart- 
ment of Commerce include providing 
facilities for orderly liquidation of the 
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closed stores without “wasting their 
assets”; limiting the entry of new, 
competitive concerns, except in war 
areas; limitations on stores in one field 
taking on new lines in another field; 
and concentration of the existing 
volume of business in “nucleus con- 
cerns” with some form of compensa- 
tion or dividend to the ones that cannot 
survive. Debtors and creditors will be 
protected to the fullest extent possible. 


° S 7 


Banks Asked to Discourage 
Hoarding of Coins 


Banks can help themselves and the 
rest of the country at the same time 
by urging all their customers not to 
hoard coins in their pockets, “‘piggie 
banks,” or cash drawers. 

The fact is that the country is un- 
comfortably short of coins for ordinary 
change-making purposes, and a num- 
ber of instances have been reported 
where banks have not been able to 
obtain shipments of pennies, nickels, 
and dimes in large enough volume to 
keep their tellers’ cages properly 
supplied. 

The U. S. Mints have been working 
around the clock turning out minor 
coinage, and still are unable to keep 
up with the demand. In spite of this 
condition, the Mints are cutting down 
on their output of pennies in order to 
save copper, and this will make the 
situation even worse. The nickel has 
been redesigned to save nickel by 
substituting silver and copper, and 
additional ways are being explored to 
cut down the consumption of critical 
metals in minor coinage. 


Official predicts many small business casualties ; one reason why is disclosed by production charts 
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Lools for Selling 


Bank SERVICES 


MERSON once said: ““The man 
KE who grasps principles can suc- 

cessfully select his own methods. 
The man who tries methods, ignoring 
principles, is sure to have trouble.” 

Before you begin checking advertis- 
ing methods, then, be sure that you 
have adopted sound principles; be- 
cause the whole standing and reputa- 
tion of your bank will be fundamentally 
affected by the advertising through 
which you tell your story to the pub- 
lic. It is as important to safeguard the 
integrity and good taste of that adver- 
tising as it is to be represented in 
court by reputable counsel. 

Selling banking services is not the 
same marketing or public relations 
problem as selling cigarettes, or tooth- 
paste, or shoes, or automobiles, or even 
homes. You can persuade a man to 


By 
GARY M. UNDERHILL 


Assistant Vice-President, The Morris Plan Bank of Virginia 
Richmond, Virginia 


The change-over to a wartime economy has raised new 
questions concerning bank advertising budgets, copy 


and media. 


Here is presented a timely discussion of 


the subject based on the policies and experience of 
a banking institution that has had a notable growth 


away or throw them away and go back 
to his old brand. Even when a young 
man buys a small home, he hopes he 


“try” anew brand of cigarettes without 
too much effort, because he buys a 
new pack every day or so. He knows 
one pack won’t kill him, and if he 
doesn’t like them, he can give them 


will be able to trade it on a bigger and 
better one some day. Not so with a 
bank account. 

When a man starts a bank account, 
or buys a life insurance policy, he 


Examples of recént newspaper advertisements, and some of the pertinent principles they exemplify 


“Don’t try to buck the War Program. Help 


“You can offset mistaken public concepts 
it in every way you possibly can’”’ 


that it is unpatriotic to use your services”’ 


wants it to be one that he can be sure 
of, and proud of, for the rest of his life. 
He does not want to start a new bank 
account every day, or every month, 
or every year. 

Having touched upon some of the 
basic principles that should underlie 
your advertising, we can get down to 


*“*Keep your copy in step with the times . . 
and make it believable’’ 
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““We look upon direct mail as a scythe for reaping the harvest sown by the seeds of other media“ 


the brass tacks of technique and 
media. How much should you spend? 
What should you say and what should 
you not say? What specific services 
should you advertise? What media 
should you use? 

Let’s take these questions in order. 
First, how much should you spend 


as compared with normal times? 

A fairly recent survey among na- 
tional advertisers showed that 62 per 
cent of these companies planned to 
maintain advertising appropriations 
at about their normal rates of expendi- 
ture, 18 per cent were increasing adver- 
tising budgets, 18 per cent were de- 


Mr. Underhill demonstrates here that there are still plenty of services banks can advertise 


**Plan layouts simply. Tell as much of your 
story as possible in pictures’’ 


“Direct some of your advertising to the 


growing women’s market’’ 


creasing, and 2 per cent were un- 
decided. Naturally, the majority of 
those planning increases were in the 
food and grocery products industry, 
the drug, medicine, and toilet goods 
industries, and other manufacturers of 
low-priced, small-unit, repeat-purchase 
consumer goods. But it was significant 














‘*Reasonable good humor in advertising is a 
welcome relief from sensational headlines”’ 








NEXT WINTER every piece of railroad equip- 
ment will be needed wo move War materials. The 
mines will stilt have coal but they may not be 
able ro ship it What's more, local coal dealers 
may be short of cruck utes and gasoline to de- 
liver . So your Government twenty you to Gti ap 
your coal bin nvw 


The Morris Plan Bank of Virginia will Jend you 
the money You cao repay the loan in convement 
monthly amounts, Le «ll exerpt wmmsiial cases. ys 
need furnsh we endorsers, Toe cash discount you 
get by paying cash for your cosl should save you 
more than the cost of the Ioan. 

So cooperate in the War Brogram. Whether you 
own a home, an apartment house, or an indus- 
ral plant, order ened wow. Keep your bin filled. 
And, f you ®ane 4 loan to pay for a... write, 
telephone or come wn to the bank today’ 


SAVE FUEL BY INSULATING: Home Modern- 

















means money in your pocket and helps in the 
War Effort! 


BUY U.S. WAR BONDS AND SAVINGS STAMPS 
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Lobby, main office, The Morris Plan Bank of Virginia, Richmond 


Some of the bank’s advertising is specifically designed to persuade present customers to use additional services 


that companies selling services such as 
insurance seemed to be planning light 
increases. Certainly a drastic cut in 
your advertising budget is not in order. 

Keep your copy in step with the 
times. Take a little more time with 
it than you ordinarily would. Write it 
and rewrite it until it says exactly what 
you want to say. Above all, make it 
believable. 

Waving the flag is fine for selling 
War Bonds and Stamps, but don’t do 
it to sell your services. Canadian 
advertisers, who had war psychology 
to contend with long before we did, 
found such appeals were obnoxious 
and tiresome to the public. And don’t 
be sloppily sentimental. British adver- 
tisers found that reasonable good 
humor in advertising was a welcome 
relief from sensational headlines. Good 
selling sense will win sales in wartime 
as well as in peacetime. 

Plan layouts simply. Tell as much 
of your story as possible in pictures. 
Use concise words and compact para- 
graphs. Above all, don’t get hysteri- 
cal. By showing courageous leader- 
ship, banks can help to counteract 
hysteria and fear. 

Don’t try to frighten the public. 
People become conditioned to shocks 
in wartime. They don’t scare so 
easily, but they are mighty touchy 
and easily irritated. If you do succeed 
in upsetting them, they certainly won’t 
thank you for it or want anything to 
do with your services. 





Don’t try to buck the war program 
in any way. Help it in every way you 
possibly can. It goes without saying 
that this includes support of the 
Treasury Department’s program for 
the sale of War Bonds and Stamps. 


HERE are many special uses to 
which you can put your advertising 
without going contrary to any of the 
principles already set forth. You can 
offset mistaken public concepts that 


it is unpatriotic to use your services. 
For example, you can say that current 
Federal Reserve regulations governing 
consumer credit were not designed to, 
and do not, have any substantial effect 
on the services you can render in meet- 
ing the legitimate, constructive credit 
requirements of men and women as 
individuals. 

One of the major phenomena of the 
war period is the influx of women into 

See SELLING SERVICES—Page 37 


“‘Radio is a good medium for modernization loans, checking accounts and 
savings, or for good will advertising” 


Bank-sponsored five minute newscast, Station WMBG, Richmond 
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PICTURES of NEW A.B.A. OFFICERS 








A. LEE M. WIGGINS ... Mr. Wiggins, new first vice-president of the 
American Bankers Association, is president of The Bank of Hartsville, Hartsville, 


In 1920 he organized the Trust Company of South Carolina and 
has been associated with The Bank of Hartsville since 1921. 
The Hartsville Messenger, and has many business affiliations. 


S. ALBERT PHILLIPS ... Mr. Phillips, new president of the National 
Bank Division of the A. B. A., is vice-president of the First National Bank, Louis- 
ville, Kentucky. He began banking at Stanford, served with banks in Lexington 
and Corbin, and as Deputy Banking and Securities Commissioner in Kentucky. 


South Carolina. 


WILLIAM F. AUGUSTINE .. . Re-elected 
A. B. A. treasurer, Mr. Augustine is vice-president of 
The National Shawmut Bank of Boston, Boston, 
Massachusetts. He entered the employ of the Mer- 
chants National Bank, now First and Merchants, 
Richmond, Virginia, in 1902 and remained until 1927. 


FRANK P. POWERS ... Mr. Powers, new 
president of the A.B.A. State Bank Division, is presi- 
dent of the Kanabec State Bank, Mora, Minnesota. 
He began banking as cashier at Quamba, Minnesota, 
in 1919, and became president in 1921. In 1932 the 
bank was moved to Mora. 


WILLIAM W. SLOCUM ... Mr. Slocum, new 
president of the A. B. A. Savings Division, is president 
of The United Savings Bank of Detroit, Detroit, 
Michigan. He began his career as treasurer of the 
company publishing the Michigan Business Farmer, 
resigning to become vice-president and director of The 
United Savings Bank. He became president in 1933. 


LOUIS S. HEADLEY... Mr. Headley, new 
president of the A. B. A. Trust Division is vice-president 
and director of the First Trust Company of St. Paul 
State Bank, St. Paul, Minnesota. After practicing law 
for a number of years, Mr. Headley became an officer 
of Northwestern Trust Company of St. Paul in 1918 
and later of First Trust Company, a consolidation. 


FRED M. BOWMAN ... Mr. Bowman, new 
president of the State Secretaries Section, is secretary 
of the Kansas Bankers Association. He began in 1911 
as field representative of the Kansas Bankers Associ- 
ation. He was elected assistant secretary in 1917 and 
secretary in 1932. He is editor of the Kansas Banker. 


WILLIAM W. SLOCUM LOUIS S. HEADLEY 
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~ Bank AcCOUNTING 


Pian for Farmers | 


N response to an evident need, we 
have developed in our bank a 
simple accounting system which 

enables us to keep a record of the 
receipts and disbursements of our 
farmer customers. This has been done 
as a service to them and at a profit to 
ourselves, without any addition to our 
equipment or to our staff. 

The system was designed primarily 
as an answer to the problem of filing 
income tax returns; however, we sell it 
not only on that basis but also as a 
complete financial record, something 
which very few farmers have ever had 
although its importance is constantly 
stressed by agricultural leaders. 

Ours is strictly a rural bank with 
four employees and deposits of about 
$700,000. The bank is located in a 
village of approximately 400 people, 
and its trade area is predominately 





The 


Farmers State Bank 
of Lostant 
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CHECKS AS FOLLOWS 


Livestock Receipts 
Grain Receipts 
Other Receipts 
Borrowed Money 
Non-Farm Receipts 


TOTAL $ 
SEE THAT ALL CHECKS AND DRAFTS ARE ENDORSED 
ten @venevednaneies. Gnane Qu 



















By 
CHARLES A. WHITNEY 


Vice-President, The Farmers State Bank of Lostant, 
Lostant, Illinois 


Few farmers keep adequate, up-to-date records. Yet 
income increases and lower exemptions have forced 


many farmers to file income tax returns. 


Here is a 


rural bank that offers farm customers an accounting 
service that is mutually profitable to all concerned 


agricultural, being in the heart of a 
corn belt area. 

The increase in farm income and the 
steady lowering of income tax exemp- 
tions have made it necessary over the 
past three years for a great number of 
farmers to file income tax returns. 
Many of our farm customers have had 
no knowledge of, or experience with, 
even the simpler forms of income 
accounting. Such customers presented 
constantly increasing “‘headaches”’ as 
the fifteenth of each March approached. 
As part of the complete financial serv- 
ice which we think every country bank 
should offer, we felt obligated to help 
them through this new problem. How- 
ever, even though we charged a reason- 
able fee for our effort it did not 


compensate us for the long hours we 
were forced to maintain and the neglect 
of our own work during the four to 
six weeks of “income tax time.” 

Our search was, therefore, for some 
plan whereby the farmer’s income and 
expense account could be kept cur- 
rently throughout the year and which 
would, at the year’s end, provide totals 
which need only to be entered in the 
tax forms to complete the return. We 
early realized that by training and 
experience the average farmer is vio- 
lently opposed to the chore of book- 
keeping. He may be persuaded to 
make an energetic start in January 
but by the time spring work is well 
under way in April his accounts are so 
badly neglected as to be virtually 


Items of farm income and expense are classified at the time the checks 
and deposit tickets are made out 
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John Jones, 
September, 1942 
3500 2.36 Cash Rent 32362. 
5.00 6732 3.25 jnoetanaty 75578 
O seas Livestock Expense © s- § 9 
Crop Expense 
5.00 1000 2500 50 
1090 1625 : of, Seaeen 76258 
21255 feame on 21255 
5.00 15.00 i090 100 5.0 Auto Expense 22508 
age New Equi ; 
— Debt Payments 6 
1,582.76 Livestock 15827648 
Non-Farm 
Expense 
15.00 15.00 500 1000 oo 50008 
Miscellaneous ; 
98235 Receipts 98235H%- 
oO Grain Receipts 
7590 = — 75008 
1,600.00 portale Yk a 
a Non-Farm 
Receipts 








At month-end, the items are listed on summary accounting sheet 


worthless. It was not until we found 
that our regular posting machine could 
be used, without alteration, to keep 
essential accounting records for our 
farmer customers, that we were able 
to work out a feasible solution. 

The checking account is the basis of 
the system. The customer is provided 
with special checks which bear twelve 
classifications of expenditures at the 
extreme left-hand side. As- shown in 
an accompanying illustration of the 
check form, this legend is an integral 
part of the check and not a stub. It 
includes virtually every type of ex- 
penditure which a corn belt farmer 
might incur. 

The check is written in the regular 
manner, except that a mark is placed 
after the appropriate expense classi- 
fication. For example, a check for 
tractor gasoline would have the head- 
ing “Machinery Expense’ marked, 
while a check for seed would be marked 

- for “Crop Expense.” When the check 
is presented to us for payment it is 
handled in the customary way. No 
attention is given to these accounts 
until after the regular monthly state- 
ments are prepared, and at that time 
the Income Tax Farm Account envel- 
opes are sorted out. The checks are 
re-sorted into the various expense 
classifications, and the amounts are 
listed by classifications on a special 
accounting sheet made out monthly 


Personal explanations clear 
up initial misunderstandings 


for each customer using the system. 

This accounting sheet, the same size 
as our statement, is inserted in the 
posting machine, the carriage of which 
is set to run horizontally as in posting. 
However, the computation is done 
entirely in the “‘add”’ position. Checks 
falling into the first expense classifica- 
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tion are entered on the first line of the 
accounting sheet and a total is taken 
at the right end of the line. The same 
procedure is followed with each of the 
classifications. The totals are not 
cumulative so that when the checks 
are thus entered, the total in each line 
will give only the total of that particu- 
lar expense for the month. - 

Deposits are handled in fundamen- : 
tally the same manner. It is necessary 
to list only five headings to include all 
classes of deposits which a farmer is 
apt to make. At the time the deposit 
is made, the ticket is stamped with a 
rubber stamp bearing these five head- 
ings, and the appropriate classification 
is checked. 

Each of these five headings is keyed 
with one of the five descriptive symbols 
which occupy the bottom half of the 
year column on the posting machine, 
and when the deposit ticket is posted 
to the customer’s statement sheet the 
appropriate symbol is used to denote 
the classification: For instance, the 
first deposit grouping is receipts from 
live stock and live stock products. The 
top symbol on our posting machine 
happens to be “EC.” In posting a 
deposit ticket on which the classifica- 
tion “Live Stock Receipts” is checked, 
the operator depresses the top symbol 
“EC” in the deposit position. ‘“‘Grain 
Receipts” is the second classification 
and inasmuch as “RT” is our second 
symbol it is used; and so on through- 
out the five classifications. When the 
customer’s accounting sheet is prepared 
at the end of the month the deposits 

See FARM ACCOUNTING—Page 41 








should be separated. 


next opportunity. 








Instructions for Farm Accounting System 


Each farm account customer receives the following set of instructions 
for determining proper classification of expenses and receipts 


General Rules 


Pay as many of your expenses as you can by checks and, insofar as it is convenient, 
deposit all items of receipt. The more closely this practice is followed the more work 
the bank will do and the less you will have to do. 


Write a separate check for each classification of expense. 
pay a feed bill and a seed bill in one check. The feed bill is a live stock expense and 
the seed bill is a crop expense. The bank cannot enter one check in two places. 


Deposits should be handled in the same manner. 
ferent sources should not be included in the same deposit ticket. 
made by mail this should be observed and the classification of each item of receipt 
should be indicated. For example, a check for hogs and one for a gas tax refund 


Be sure and check the classification into which the expenditure falls. 
not certain, write a brief description of the nature of the expenditure in the left-hand 
corner of the check and put a question mark in the classification in which you think it 
should fall. The bank may be able to determine its proper classification. If you are 
not sure enough to do that, check the miscellaneous box and ask your banker at the 


Expense Classifications 


Expenditures are divided into twelve classes. To aid in making the proper entries 
a brief description of each classification follows: 


1. Interest—Insurance—Taxes—Cash Rent. 


(CONTINUED ON PAGE 42) 





In other words, do not 
That is, receipts from two dif- 


When deposits are 


If you are 


These are all “‘fixed expense’”’ 
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CANADIAN BANKING 








By JAMES MONTAGNES 




















Royal Bank of Canada branch, Port of Spain, Trinidad 


War activity has increased business of foreign branches 


War Activities Increase Foreign 
Branch Business 


Latest figures of the Dominion 
Bureau of Statistics on Canadian 
banking show that deposits and call 
loans of branches outside Canada are 
increasing. While the bulk of the 
business of Canada’s banks is done in 
the Dominion, the five banks which 
have branches outside the Dominion 
are doing more business due in a large 
measure to the war. 

The figures show that deposits in the 
138 branches outside the Dominion at 
the end of the first half of 1942 totaled 
$506,000,000 compared to $449,400,000 
in the first half of 1941. Call loans 
had jumped from $44,600,000 in the 
first half of 1941 to $54,200,000 in the 
first half of 1942. Current loans on 
the other hand had dropped slightly 
to $133,800,000. 

Some of these increased deposits can 
be traced to money deposited by 
American troops and American labor 
working on West Indian bases. The 
Royal Bank of Canada, The Bank of 
Nova Scotia, and The Canadian Bank 
of Commerce all have branches in the 
British West Indies and Cuba, while 
the first two also have branches in 
Puerto Rico, and the Royal Bank has 
branches throughout Central and South 
America. These three banks as well 
as the Bank of Montreal have branches 
in Newfoundland. The Dominion 
Bank as well as the other four banks 
maintain a few branches in Great 
Britain and the United States. 





Wartime controls and business con- 
ditions have had their effects on the 
business of these foreign branches of 
Canadian banks, but on the whole 
their business has been satisfactory. 
Trade regulations and lack of shipping 
are preventing many exporters from 
making shipments to Canada in the 
usual volume. War has cut off some 
markets entirely, with domestic trade 


being affected by the reduced volume 
of exports. On the other hand there 
has been an increasing amount of war 
business in connection with the build- 
ing of defense bases from Newfound- 
land south and the stationing of many 
troops in these areas. 

Canadian banks are allowed to open 
branches in other countries, and have 
done so over the years, mainly since 
the last war, as Canadian business 
expanded into these areas. It is 
expected that the branch banks in the 
West Indies and Latin American coun- 
tries will help build more business 
between these countries and Canada 
in post-war years. 

. e J 


Retention of War Bonds Urged 
by Banks 


To counteract a certain amount of 
selling of war bonds following recent 
increases in income tax rates on 1942 
incomes, financial institutions have 
started a campaign urging the public 
to hold on to their bonds as the finest 
investment available. 

One advertisement of The Royal 
Bank of Canada urges Canadians not 
to sell Victory Bonds even to raise cash 
for a temporary emergency, but to 
borrow against them if necessary, using 

See CANADIAN BANKING—Page 40 — 


Advertising urges personal thrift, retention of war bonds 

















Sure the war cots moncy. Paying for it will be tough 
\n the moothe ahead Let's accept thet fect — and face 
it. Now is the time to sharpen our pencils and figure 
What ou tance actually are. how we are going we pay 
them ... and how we cas edjust our living habits to 
ert along oo what's left. This is @ job for every 
petriotic Canadian .. .« job thet must be done sow. 







USE THIS BOOK TO PLAN YOUR SPENDING 
A epecial Wartime Issue of The Royal Bank Parity 
Bradget Book is just off the press. Use it to stretch 
wartime dollars Avaniable om request. of all branches. 










THE ROYAL BANK OF CANADA 











Jim's in it for the Duration.. 
and so are we.. 












DON'T SELL YOUR VICTORY BONDS 
to raise cash for some temporary emergency. It 


is your duty, as well as good sense, tokeep them. 


If you have tempora-y need for money. use your bonds 
as security for » bank loan, which can be paid off by 
convenient instalments if you wish. Any Manager of 
The Royal Bank of Canada will be gied to discuss such 
a loon with you. Your Vietory Bonds are the finest 
investment you can make. Hold on to them. 


THE ROYAL BANK OF CANADA 
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Waiver of Collateral Sale 


That a bank may by its conduct 
waive the benefits of a sale of pledged 
collateral was brought out in a recent 
South Carolina case. There a bank 
held certain pledged securities under 
an agreement providing that in the 
event of default the bank might sell 
the collateral at private or public sale, 
subject to notice, and, if it desired, 
might buy the securities for its own 
account. Of course, in any event, the 
proceeds of the sale were to be applied 
to the unpaid balance of the obligation 
on which the collateral was pledged. 

In strict compliance with the terms 
of the agreement, the bank offered the 
pledged collateral at public sale and 
itself bought the securities for $1,000. 
At that figure the bank was the highest 
bidder, although the securities were 
actually worth many times that 
amount. The unpaid balance on the 
debt, after applying the proceeds of 
the sale, amounted to about $52,000. 

Thereafter the bank collected vari- 
ous sums on the collateral which it had 
bought at the sale. Two years after 
the sale and purchase of the collateral 
securities by the pledgee bank, that 
bank wrote the following letter to the 
debtor: 

**We are enclosing a statement which 
shows the status of the collateral 
account as of March 1, namely, the 
original amount of the collateral pay- 
ments made and balance due on each 
note. 

“You will also note from the state- 
ment that with collections to date the 
indebtedness has been retired with the 
exception of the $15,000 note on which 
there is a balance due of $12,016.77.” 

In subsequent litigation the issue 
was raised as to whether the unpaid 
balance of the indebtedness was $52,- 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


000, as it existed immediately after the 
sale of the pledged collateral, or 
$12,016.77, the balance remaining after 
applying the collections on the col- 
lateral made by the pledgee bank after 
it had acquired the securities at the 
public sale. The validity of that sale 
was not attacked. Ordinarily, after 
the pledgee bank had paid the pur- 
chase price and thus acquired owner- 
ship of the collateral, it would be 
under no obligation to account to the 
debtor for later “collections” on the 
collateral. 

But the letter above quoted changed 
the situation! 

“The question of whether or not 
the bank waived any rights it might 
have obtained from the public sale of 
the collateral securities,” said the 
South Carolina court, “is not debata- 
ble. The sale was clearly disregarded 
and all rights thereunder expressly 
waived. The letter shows that it was 
clearly the intention of the bank to 
give the debtor the benefit of all collec- 
tions made by it on the collateral 
security following the sale. 

“We are unable to agree with the 
contention that the alleged waiver is 
not effective because it lacks considera- 
tion. The letter embodies an express 
waiver. No consideration in a pecuni- 
ary sense nor any element of estoppel 
is required. The rights surrendered by 
the pledgee bank and the benefit con- 
ferred upon the pledgor-debtor con- 
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A summary of current decisions that 
are of particular interest to banks 


stitute all the consideration which is 
necessary.” (In re Lewis, 21 South- 
eastern Reporter, Second Series, 205.) 


Sf Sf ° 


‘*Delivery’’ of Check by Mailing 


A New York bank was served with 
a warrant of attachment in an action 
by a certain plaintiff against a Michi- 
gan corporation. The New York 
warrant of attachment corresponds to 
what is known as “writ of garnish- 
ment,” “writ of attachment” and vari- 
ous other designations in other States. 
The purpose of the warrant was to 
attach in the hands of the bank money 
which the bank was supposedly hold- 
ing for the Michigan corporation. 

About four months previously the 
bank had received from a customer a 
draft, with instructions to collect the 
same and remit the proceeds by 
cashier’s check payable to the order of 
the Michigan corporation, the check 
to be mailed to the corporation in care 
of another corporation in Chicago. 
In due course the draft was collected 
and the bank, pursuant to instructions, 
mailed its cashier’s check, drawn to 
the order of the Michigan corporation, | 
to that corporation in care of the other 
corporation in Chicago. This was done 
about a month prior to the service of 
the warrant of attachment, and up to 
the time of the service of the warrant, 
the cashier’s check had not been 
presented to the bank for payment. 

In these circumstances, were funds 
belonging to the Michigan corporation 
still in the hands of the bank and thus 
subject to attachment? 

‘“*‘A debt represented by a negotiable 
instrument can be attached only by 
levy upon the instrument itself or by 

See COURT DECISIONS—Page 43 








b 
+s . 
| 
i} 





.| compete for business which is 
| rightfully theirs. 
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THE BOOKLET COUNTER 








New Booklets 


Legal Aspects of Guaranteed 
War Loans... This is a brochure of 
direct interest to loan officers and 
credit men in any institution engaged 
in, or contemplating, the financing of 
war industries under Regulation V. 
Unfortunately the number of copies 
available is limited, but requests will 
be filled until the supply is exhausted. 

The booklet opens with a review of 





fs Service — Maintaining an 
intimate, personalized corre- — 


‘Apondent bank service. 


ials with 
years of service in this field, 


assuring a knowledge of re- _ 
quirements and valuable as- 
| sistance. 


Policy — To cooperate with 
out-of-town banks rather than © 


[Resource on OB) saan 100 


ESTABLISHED 1908 














The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit, Michigan 





the background against which the 
guaranteed loan plan was conceived, 
and an outline of the important fea- 
tures of the Executive Order authoriz- 
ingit. Also, there is a brief explanation 
of Regulation V. 

Of primary interest to credit officers 
will be the sections dealing with the 
guaranty agreement and loan agree- 
ments under this type of financing. 

There is a rather brief discussion of 
the first twelve sections of the guaranty 
agreement, which are standardized. 
Particular attention is given to Sec- 
tion 13, entitled “Special Conditions,” 
and in this connection there are sug- 
gestions as to provisions and condi- 
tions which the lending institution may 
want to have inserted to supplement 
or alter the provisions of the standard 
form of agreement. 

Following this, there is an explana- 
tion of the general procedure involved 
in applying for guaranteed loans. 

The section of utmost interest is 
that dealing with protective provisions 
which should be inserted in the loan 
agreement. Included are many valu- 
able suggestions, from a well-qualified 
legal authority. 

In conclusion, there is a general sec- 
tion which discusses such factors as 
renegotiation of contracts, recapture 
of excessive profits, priority of claims 
of the Federal Government, taxes and 
performance bonds. 


How to Heat Your Home With 
Less Fuel This Winter. . . Created 
against the chilling background of fuel 
oil rationing, this booklet is designed 
to show householders how they can cut 
their heating requirements, add to the 
health and comfort of their families, 
and save fuel needed for war produc- 
tion. 

To make a home easier to heat, the 
booklet first suggests having the heat- 
ing equipment checked to make sure 
it is operating at peak efficiency. There 
is a list of specific things to do in this 
regard. 

The second suggestion involves steps 
for making the home heat-tight. It is 
stated that in many homes heat loss 


can be reduced by as much as 40 to 50 
per cent by making certain improve- 
ments. There are recommendations 
as to how to insulate walls, roof or 
attic; install storm windows and doors; 
and weather strip and seal air leaks 
around windows and doors. 


Homasote Homes... This well- 
illustrated 15-page booklet provides 
an interesting clue to post-war hous- 
ing trends, which undoubtedly will in- 
volve large-scale operative building 
and prefabrication. Pictured and de- 
scribed is a method which combines 
the best features of individualized cus- 
tom design with the speed and ef- 
ficiency of mass production technique. 

The system, which is now in oper- 
ation, establishes local prefabricating 
plants at which the various elements of 
a home are pre-cut and sections are 
assembled, then trucked to the site. 
Erection of the house is then a simple 
matter, even a large two-story dwelling 
being under roof the first day. If de- 
sired, any home can be built so that 
it is easily demountable and can be 
readily moved to another location. 

To illustrate the potentialities, there 
is a description of what has been ac- 
complished in war housing projects 
utilizing this method. As for example, 
at Portsmouth, Virginia, where houses 
were built at the rate of one every ten 
minutes. 


Still Timely 


Invisible Greenbacks . . . Pam- 
phlet reprint of an article which ex- 
plains in layman language how the 
average citizen is now engaged in 
bringing about a serious inflation, and 
how it lies within the power of the 
same individual to avert this menace. 


Letterhead Layouts and Sam- 
ples . . . An interesting portfolio 
which explores some of the possibilities 
in the planning of letterheads by 
financial institutions. Also, the pro- 
ducer offers to furnish a full-size sketch 
of a new letterhead design, upon 
receipt of a request on an institution’s 
present letterhead. 


Wartime Conservation in the 
Office .. . This report prepared by 
the Policyholders Service Bureau of 
the Metropolitan Life Insurance Com- 
pany relates what several organizations 
have done in the form of special cam- 
paigns against waste in the office. 


Wood Engravings .. . A collec- 
tion of old wood cuts and engravings, 
depicting with surprising fidelity the 
farm equipment of a bygone day. 
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Power Harvesting has tts coumtenvart 


ULM 


USING DOUGLAS-GUARDIAN FIELD WAREHOUSING FACILITIES 








One corn harvester, 
plus one farmerette 
doing the work of 
several men. That's 


modern farming ! 


INVENTORY |. fur- 
nishing the MONEY as 
well as MATERIALS 
for production. That's 








modern financing! 


THE Corn Picker and Husker pictured above, powered by a tractor and 
‘‘chauffeured’’ by a farmerette, typifies the spirit of America to boost food 
production, regardless of labor shortage or what else. 


DOUGLAS-GUARDIAN SERVICE is_ plant of the manufacturer, or on 
being applied to dozens of new needs his premises, wherever they may be. 

FREE BOOK 2nd new uses... playing an increas- 

“Financing the Modern iNgly important part in aiding bankers GLAD TO SEND A COMPETENT 

Way” supplies authentic to make the loans so vital to Com- REPRESENTATIVE 


informati Field a 
Warehousing and Doug. | Panies, Communities and our Country. 


\ . 3 to talk over the opportunities in your 
as-Guardian service. " : 

New edition! Much Douglas-Guardian Service goes any- community for harvesting profitable 
additional information. where to create sound collateral by loans. Our FREE Booklet should be in 


Still pocket size. Write for i “ " 
YOUR Copy. it’s FREE! field warehousing inventory in the your file. Glad to send it on request. 


Douglas-buardian ¥PA Warehouse Corporation 


“ Nation-wide Field Warehousing Service 
) CHICAGO—Suite 1102, 100 W. Monroe Street NEW ORLEANS—118 No. Front Street 


C Atlanta, Ga. Cleveland, O. Dallas, Tex. Easton, Md. Los Angeles, Cal. Memphis, Tenn. New York, N. Y. 
Philadelphia, Pa. Portland, Ore. Rochester, N. Y. Springfield, Mo. Springfield, Mass. San Francisco, Cal. Tampa, Fla. 
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EXTEND YOUR 
REAL ESTATE 
SALES FORCE 


Profitable selling of lands far 
from your home office depends 
on a field organization having a 
thorough knowledge of all factors 
pertaining to a property. 
Through thorough examination 
and appraisals our trained sales 
force (operating in 16 states) is 
able to furnish complete analysis 
of the property that leads to 
maximum recovery of your in- 
vestment. 


oO 


UNITED 


Service and Research, Inc. 
81 Madison Bidg., Memphis, Tenn. 


Send for our file-size 
brochure of complete serv- 
ices with testimonials. 





Realtors 


Property Management. Sales. Appraisals. 


Offices: Terminal Bldg., Oklahoma City, Okla. 
Metropolitan Bank Bldg., Minneapolis, Minn. 
Buhl Building, Detroit, Mich. 














RECORDS TO 


Liberty BOXES 


Check over your record storage facilities NOW! 


Liberty RECORD STORAGE BOXES have 
been providing the most satisfactory and eco- 
nomical method of preserving all kinds of rec- 
ords for over 24 years—rendering superlative 
service to more than 79,000 leading concerns. 


Liberty Boxes are made of the highest grade, 
water-proofed corrugated board, precision cut 
and cloth reinforced providing a strong, durable 
and dust-proof box. 23 Standard Stock Sizes 
for: Letters, Invoices, Checks, Deposit Slips, 
Vouchers, Documents, and hundreds of 
other forms. 


IMMEDIATE DELIVERY 


No priorities necessary. Available for im- 
mediate shipment anywhere in U. S. 


FREE FREE 
Liberty Record Manual of 
Storage Box Record Storage 
Any Size Practice 


Attach this ad to your letterhead and mail 
today with 25c in stamps to cover shipping 
expense and we will send you a FREE 
Liberty Box and a FREE copy of our new 
Manual of Record Storage Practice. Attach 
sample record or state size of box wanted. 









BCH 


BANKERS BOX COMPANY 


shed 1918 


536 S. CLARK STREET - 


CHICAGO, ILL. 
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NEW A. B. A. PRESIDENT 


(CONTINUED FROM PAGE 15) 


he was chairman of the St. Louis 
Chamber of Commerce, he headed a 
good will tour from the Missouri 
metropolis to Mexico City. At a 
banquet given in honor of the visitors 
he responded to the addréss of welcome 
with a response in very acceptable 
Spanish (the result of some assiduous 
“brushing up” in advance). 

Mr. Hemingway regards St. Louis 
as the rail gateway to Mexico, and we 
find his views reflected at the Mer- 
cantile-Commerce Bank. Not only 
are active business relations main- 
tained with the Mexican banks, but 
Assistant Cashier John J. Fox studied 
for six months at Banco Nacional de 
Mexico, largest commercial bank of 
the country, and subsequently wrote 
his thesis for The Graduate School of 
Banking on the subject of banking in 
Mexico. A student from Bolivia is 
now at the Mercantile-Commerce Bank 
learning American banking practices, 
under a scholarship from the Nelson 
Rockefeller Foundation. And Vice- 
president J. M. O. Monasterio, who 
came to the bank from New Orleans, 
is recognized as an authority on the 
financing of Latin American trade. 


OME sixty-one years ago Mr. Hem- 

ingway was born in Petosi, Missouri, 
but the family moved six months later 
to Little Rock, Arkansas, where he 
spent his earlier years. Thus, techni- 
cally speaking he is a Missourian, but 
from a practical standpoint Arkansas 
claims him for a native son. He at- 
tended Bingham School in Asheville, 
North Carolina, and: Vanderbilt Uni- 
versity. Later he married a daughter 
of -Colonel Logan H. Roots, one of 
Arkansas’ leading citizens of that day. 
His father, Judge Wilson E. Hemingway, 
was a partner in the foremost legal 
firm in Little Rock and served at one 
time on the Supreme Court of the 
State, but Mr. Hemingway had no 
taste for law. In fact, when he got 
out of college in 1900 with a Bachelor 
of Science degree, he had no burning 
desire to enter the banking business, 
but he did want a job. A friend 
chanced to mention to him that the 
German National Bank in Little Rock 
needed a bank collector, and appar- 
ently that is how he happened to be- 


come a banker instead of a butcher or. 


candlestick maker. It is noteworthy 
that despite his “silver spoon” back- 
ground, Mr. Hemingway started at 
the bottom rung of the banking 
ladder. 

Subsequently, he has worked his 
way up step by step, from an appren- 
ticeship as runner, bookkeeper and 
teller, gaining experience in virtually 
all phases of banking. In 1904 he 


became an assistant cashier of the 
Exchange National Bank in Little 
Rock, and later he served successively 
as secretary and president of the 
Mercantile Trust Company of Little 
Rock. During World War I he was 
chairman of the Liberty Loan Com- 
mittee for Arkansas. 

In 1919 Mr. Hemingway came to St. 
Louis at the invitation of John G. 
Lonsdale, president of the National 
Bank of Commerce in that city (inci- 
dentally, Mr. Lonsdale served as 
A. B. A. president in 1929). In addi- 
tion to being vice-president of the 
National Bank of Commerce, Mr. 
Hemingway soon became president of 
the Federal Commerce Trust Company, 
an investment affiliate which he or- 
ganized. When the National Bank of 
Commerce was merged with the Mer- 
cantile Trust Company in 1929 to form 
the present Mercantile - Commerce 
Bank and Trust Company, he became 
a senior vice-president of the continu- 
ing organization. One year later he 
was elected executive vice-president 
and in 1933 he became president. 
As of June 30 the bank is the 4lst 
largest bank in the United States. 
Its total deposits on September 30 
were $233,000,000. 

Architecturally and otherwise, the 
bank is of unusual interest. It 
occupies half a city block of ground 
space, a fact which causes local archi- 
tects to writhe inasmuch as the build- 
ing is located next to the busiest corner 
in St. Louis. An accompanying view 
of the lobby shows the unique suspen- 
sion principle employed in the build- 
ing’s construction, as a means of 
eliminating pillars. Five additions 
have been made to the original struc- 
ture, yet uniformity of design and 
appearance has been retained. 

Mercantile-Commerce Bank main- 
tains correspondent relationships with 
about 800 other banking institutions, 
and Mr. Hemingway believes that the 
present correspondent system is likely 
to survive for the simple reason that it 
offers practical benefits and worth- 
while services for the banks involved. 
In view of his own bank’s extensive 
relationships with correspondents, it 
follows that Mr. Hemingway is no 
stranger to the problems and view- 
points of the smaller banks. 

Inasmuch as personnel is probably 
the most acute operating problem 
facing banks today, it is of particular 
interest to note that Mr. Hemingway’s 
bank has a progressive program of 
personnel management for its 700 em- 
ployees. A pension system has been 
in effect for the past 13 years, and 
employees also have group insurance 
and sick benefit plans. This has had 


some effect in stabilizing employment, 
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ERLICH 


are you 
of your 


CHECKS? 


Do your checks reflect the character, effi- 
ciency and dignity of your business? Are 
they distinctively yours—as is the trade 
mark you’ve made nationally known 
through your advertising? » » Many 
progressive banks and corporations are 
conscious of the added value of checks 
designed to supplement their public re- 
lations programs. Their trade marks are 
made a part of their check paper itself 
—using for that purpose La Monte Safety 
Paper. » » By this means they also as- 
sure the safe transmission of funds. For 
LaMonte Safety Papers— invented by 
George LaMonte in 1871 — safeguard 
checks against counterfeiting and fraud- 
ulent alteration. » » Banks, of course, 
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are particularly aware of the necessity 
for protecting funds in transit. And, con- 
sequently, more than 75% of the nation’s 
largest banks specify LaMonte Safety 
Paper for their checks. » » Have you 
thought of having your trade mark or 
special design made part of your check 
paper? The lithographer or printer who 
makes your checks has samples of 
LaMonte Safety Papers illustrating how 
this is done for other leading concerns. 
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especially helping to retain older 
employees. 

However, the development of most 
interest is the bank’s complete job 
classification, employee rating and 
salary standardization program, appli- 
cable to all jobs below those of officers. 

First a rating chart was developed 
embracing ten factors, such as educa- 
tion, initiative, etc., all or part of 
which are found in every bank job. 
Points of rating for measuring these 
qualities were established. 

Jobs were then evaluated according 
to points of rating, and a fixed mone- 
tary value was allotted per point. 
From these findings, salary ranges with 
low, medium and high figures were set 
for each job. 

Having evaluated the various jobs, 
a merit rating form was developed for 
measuring the effectiveness of indi- 
viduals, covering such factors as ap- 
pearance, quality of work, speed, etc. 
These factors were weighted, and 
numeric values assigned to gradations 
of each, so that it became possible to 
express numerically any individual’s 
merit rating. 

This done, the next step was to 
develop a promotional chart which 
eliminates the possibility of an indi- 
vidual becoming “‘lost” within the sys- 
tem. Salaries are systematically re- 
viewed, and when an employee reaches 
a maximum salary for a given job he 
is automatically singled out for poten- 
tial transfer to a more advanced, 
higher-paying position. 

The result has been that although 
under wartime conditions the bank’s 
personnel turnover has been much 
greater than usual; it is said to be 
considerably lower than in many other 
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institutions with which the operating 
heads have exchanged experiences. 

So much for Mr. Hemingway the 
individual, and Mr., Hemingway the 
banker as seen through the activities 
of his bank. There remains his bank 
association experience, and the plans 
ahead for the A. B. A. during the 
coming year. 

In addition to his prominent role in 
the A. B. A., Mr. Hemingway has long 
been active in other bank association 
work. He served two terms as presi- 
dent of the St. Louis Clearing House 
Association, and has been a member 
of the board of directors of the Associ- 
ation of Reserve City Bankers. 

As president of the American Bank- 
ers Association, Mr. Hemingway faces 
a period in which quick change is the 
rule rather than the exception, a fact 
which makes long range planning ex- 
ceedingly difficult. 

Nevertheless, certain outlines of 
future A. B. A. activity are taking 
shape. Considerable association em- 
phasis will be directed toward assisting 
the banks in meeting the man power 
crisis. The two man power clinics, 
held at Cleveland and Boston under 
the direction of William Powers, 
Director of Customer and Personnel 
Relations, have proved very success- 
ful and will be duplicated in other 
parts of the country. The pattern 
of these meetings will be somewhat 
as follows: 1. An analysis of the 
personnel situation and what it is 
developing into; 2. An open experience- 
type discussion which reveals what 
banks are doing to meet the situation. 

Strong A. B. A. support of the Food- 
for-Freedom campaign again this year 
is also being planned. It is expected 
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that the food goals for the coming year 
will soon be announced, and following 
this banker committee meetings will 
be held to formulate plans for extend- 
ing financial assistance. Also, it is 
expected that the A. B. A. will issue a 
manual on the subject supplementing 
the notable brochure on the subject 
last spring. 

Still another example of A. B. A. 
wartime co-operation will be in the 
form of assistance rendered to the 
Office of Price Administration in devis- 
ing a workable system for the adminis- 
tration of nation-wide rationing. A 
step already taken in this direction has 
been the appointment of a committee 
to work with the OPA in perfecting de- 
tails of a plan for handling the ration 
coupons through the banks. This 
committee includes chairman Rowland 
Hughes, comptroller, National City 
Bank of New York; Frank L. 
King, comptroller of the Continental 
Illinois National Bank and _ Trust 
Company of Chicago; A. J. Gock, 
vice-chairman of the board, Bank of 
America N. T. & §. A., Los Angeles; 
Wilbur F. Lawson, vice-president, 
First National Bank of Boston; W. A. 
McDonnell, executive vice-president, 
Commercial National Bank, Little 
Rock; T. A. Glenn, Jr., president, 
Peoples National Bank; Norristown, 
Pennsylvania; and William Duncan, Jr., 
secretary of the Minnesota Bankers 
Association. 

With so many uncertainties and 
responsibilities looming ahead for or- 
ganized banking, the A. B. A. official 
family feels itself fortunate in having 
as wartime president such a _ well- 
rounded, capable, experienced banker 
as W. Linn Hemingway. 


REGULATION “V” BANK LOANS 


(CONTINUED FROM PAGE 18) 


missible to submit such data only on 
the larger ones or to group orders 
according to the purchaser. 

4. Additional Information. 

It is frequently advisable, particu- 
larly in connection with loans to 
smaller concerns which are not gener- 
ally well-known, to have the borrower 
direct a letter to the bank outlining 
briefly the history of the company, 
normal type and volume of production, 
previous experience and background 
of the principals, and other general 
information. 

All of the above information should, 
of course, be obtained in duplicate, 
one copy to be retained by the bank 
and one copy to be furnished to the 
Federal Reserve Bank. The various 
Federal Reserve banks can conven- 


iently use three or four copies of such 
information and this should be fur- 
nished to them wherever possible. 
Most Regulation “V” loans have 
been drawn under some form of bank 
credit agreement, ranging from simple 
letter agreements to elaborate thirty- 
and forty-page documents used for the 
large long-time loans and credit call 
agreements. These larger credits, such 
as Standard Steel Spring Company 
which was the first large one, General 
Motors Corporation, Allis-Chalmers 
Co., Radio Corporation of America, 
etc., have tended to set patterns for 
provisions to be inserted in the loan 
agreement and the conditions to be 
included in Sections 1 and 13 of the 
guarantee agreement. Refinements 
may be expected as negotiations in 
other credits proceed between com- 


pany executives, representatives of 
various banks, governmental officials, 
and the attorneys. In the larger loans, 
it is the practice to incorporate provi- 
sions with respect to maintenance of 
working capital, payment of dividends, 
fixed asset expenditures, defaults, fur- 
nishing of information, pledge of col- 
lateral and other conditions usually 
found in term loan agreements. It is 
not necessary to have such elaborate 
agreements to cover smaller loans 
granted for a shorter period of time 
to concerns which are well-known to 
the bank. It is practicable to use a 
standard short form of agreement with 
spaces for appropriate insertions to 
cover special .conditions. Many “V” 


loans have been made on the basis of 
verbal understandings or a simple letter 
agreement setting forth that the bank 
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Don't be Overconfident, Mr. Employer. 
Records show that practically every embezzler 
has an “honest face.” The only real guarantee 
against loss is adequate employee dishonesty insurance. 
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is willing to make loans to a company 
up to a certain amount over a specified 
period at an agreed interest rate if the 
company will pledge certain collateral 
and use the loan for working capital in 
connection with war production. 

The actual application for guarantee 
is a relatively simple matter. It in- 
volves the submission of an application 
form, a letter of transmittal outlining 
the bank’s relationship with the bor- 
rower, copies of the proposed bank 
credit agreement, if any, and other 
information with respect to financial 
condition, unfilled orders, cash fore- 
cast, etc. It has been found possible 
to expedite the completion of the 
transaction if financial statements and 
information on war contracts is sub- 
mitted prior to the formal application 
in order that the Federal Reserve Bank 
may be familiar with the details of the 
proposed loan and have adequate time 
to make its checkings on the contracts 
and the borrower’s financial condition 
and ability to perform under the 
contracts. 

Upon the granting of a guarantee, 
the Federal Reserve Bank submits four 
copies of the guarantee agreement to 
the bank, three copies of which are 
executed by such bank and returned. 
It is the policy of some of the Federal 
Reserve banks to consider the guaran- 
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tee in effect only upon the return to it 
of the three executed copies. Where 
this is true, it is important that the 
bank obtain an acknowledgment of or 
receipt for such guarantee agree- 
ments. After the guarantee has be- 
come effective, it is possible to com- 
plete the loan arrangements and ad- 
vance money to the borrower. The 
Federal Reserve Bank- should be 
advised of the making of the first 
advance and of the amount outstand- 
ing from time to time under the 
guarantee. 


FTER the “V” loan is made, the 

bank has a definite responsibility in 
the supervision and policing of the 
advance. It must always be kept in 
mind that the financing institution is 
not acting solely in its own behalf but 
has the added responsibility of protect- 
ing the interests of the guarantor. 
Section 8 of the standard form of 
Guarantee Agreement provides that 
the bank shall notify the guarantor 
of any default in the payment of 
principal or interest, or of any covenant 
of the borrower, or of any unfavorable 
change in the financial condition or in 
the business of the borrower, or in the 
collateral securing the loan of which it 
has actual knowledge and which, in 
its opinion, at the time is material. 








“Recruit’’ ... wood card index cabinets... made 
in one and two drawer units... for 3x 5", 4x 6” 
and 5 x 8” cards. Ideal for card index filing. 





“Recruit’’...wood transfer cases 
have ample space for storage 
filing . . . letter and legal sizes. 














GLOBE-WERNICKE WOOD FILING EQUIPMENT 
WILL GIVE LONG AND SATISFACTORY SERVICE 


Globe-Wernicke wood files, storage cases and card 
index cabinets solve today’s filing problems and will 
last a business lifetime. They are dependable war- 
time products that save steel. Made of air-seasoned 

. properly kiln-dried hardwood . . 
selected to provide uniform good quality. See them 
at the local Globe-Wernicke dealer . . 
direct to us for more information. 


. carefully 


. or write 





“DEFENDER” WOOD FILE * 
Available in 2, 3 and 4 drawer sizes, ORE 
quartered oak or walnut and mahog- UY M 
any finishes, or an attractive shade of B 

medium dark green. 





She Globe-Wernicke Qo. .. CINCINNATI, O. 





The bank is also required to furnish 
copies of financial statements and other 
information relating to the financial 
condition of the borrower to the 
Federal Reserve Bank, upon request. 

In order to service outstanding “‘V”’ 
loans properly, a standard procedure 
and review should be established to 
assure that copies of all financial state- 
ments and all other information fur- 
nished to the bank at stated intervals, 
are forwarded to the Federal Reserve 
Bank. The credit file on the borrower 
should be reviewed periodically to 
verify that all pertinent information 
available to the bank has been fur- 
nished to the Federal Reserve. Finan- 
cial statements (usually furnished 
monthly, or at least quarterly) should 
be examined upon receipt to determine 
that the borrower has not defaulted in 
the loan agreement. Periodic reviews 
should be made to determine that the 
conditions and covenants of the Bank 
Credit Agreement and the Guarantee 
Agreement have not been violated. 

Where a company conveniently can 
do so, it is desirable to have it furnish 
monthly cash receipts and disburse- 
ment statements for comparison with 
the cash forecast furnished before the 
loan was made. Also, a schedule of 
production and shipments, to be com- 
pared with projected statements of 
estimated production and shipments, 
would enable the bank to follow the 
expected progress of the borrower. It 
might appear that the bank is requiring 
the borrower to prepare a great num- 
ber of schedules and statements and 
creating unnecessary work; however, 
the information requested is only that 
which any well managed concern 
would be expected to have for its own 
internal control and should not entail 
any substantial work to prepare. 


ig is customary for ““V” loans to be 

secured, usually by the assignment of 
moneys due and to become due under 
war production contracts, subcontracts 
and purchase orders. Prime contracts 
are assigned in accordance with the 
Assignment of Claims Act of 1940. 
Subcontracts and purchase orders may 
be assigned with or without notification 
depending upon the number involved, 
the need for the security, the laws of 
the particular state involved, and other 
factors. The amount to be loaned is 
frequently related to the amount of 
the uncompleted and the unpaid com- 
pleted portions of assigned war con- 
tracts. Consequently, it is important 
that a close supervision be maintained 
over assigned collateral. 

With the larger participations, one 
bank as agent or intermediary or a 
group of banks acting as a bank com- 
mittee may have responsibility for 
supervising the collateral, handling 
other details of payments, collections 
and transmission of information and 
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carrying out other administrative func- 
tions. Also, to avoid having a large 
number of guarantee agreements for 
loans to one borrower, there may be 
issued to an agent or committee a 
master guarantee in which each bank 
has rights as though the guarantee was 
issued directly to it. Even where one 
bank makes the entire loan, it has been 
found advisable in many cases to have 
its trust department act as agent in 
handling the collateral because of the 
details involved. In a typical case the 
agent would take the necessary steps 
to secure the assignments of the col- 
lateral; keep ledger sheets of each 
prime contract, subcontract, or pur- 
chase order showing the uncompleted 
portion and receivables due thereunder 
and a control ledger showing the total 
amount uncompleted and unpaid to 
determine that the proper collateral 
margin is being maintained; apply cash 
received under assignments on the loan 
or release cash to the borrower in 
accordance with predetermined proce- 
dure; receive from the borrower and 
transit to the participating banks re- 
quests for new loans, renewals or pre- 
payments; and act as a clearing house 
for payments of principal and interest 
on the notes, guarantee fees, commit- 
ment fees, handle renewals, etc. 

Loans made under Executive Order 
No. 9112 and Regulation “‘V”’ reflect 
the fine co-operation which exists 
between government, industry, and 
commercial banking, and are an answer 
to the pressing financing problem 
which confronted thousands of “Mr. 
Smiths” and “XYZ Companies” 
throughout the country. Commercial 
banks have been given an opportunity 
to make a substantial contribution to 
the war effort and from the loan 
applications being received daily, it 
appears that the program is meeting a 
sincere and enthusiastic response. 
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SELLING 
SERVICES 


(CONTINUED FROM PAGE 24) 


industrial jobs, taking jobs in war 
industries, or replacing men in business 
or industry who have gone into mili- 
tary service or armament work. You 
can direct some of your advertising to 
this growing women’s market. 

You can advertise modernization 
loans: (1) to save heating fuel by 
insulating, weatherstripping, and put- 
ting heating systems in good repair; 
(2) to convert homes into flats or 
apartments to be rented out in war 
industry areas; (3) to preserve the 
nation’s 80-billion-dollar investment 


in homes and to make the greatest 
possible use of existing structures. 

You can advertise regular bank 
loans: - (1) to buy fuel early and 
relieve the strain on the transportation 
system later on; (2) to pay for medical, 
dental, and hospital care; (3) for 
educational purposes; (4) for business 
use, especially to businesses that are 
engaged in war work; (5) for agricul- 
ture. 

You can advertise savings accounts 
for the accumulation of temporary 
funds to meet recurring annual ex- 
penses such as taxes, insurance pre- 
miums, tuition, mortgage curtails. 
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You can advertise checking accounts 
and safe deposit boxes. This is no 
time for people to be slipshod or care- 
less with their personal financial affairs. 

And you can certainly advertise 
WAR SAVINGS BONDS AND 
STAMPS. 

Granting that there is still a wide 
variety of services -banks can adver- 
tise, the next question is one of method. 
This leads to a brief discussion of the 
advertising media available, and how 
they can be utilized. 

In going over this check list of busi- 
ness development methods, remember 
that a. full-length article could be 
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more important to you than ever before 


ALIFORNIA 





CALIFORNIA is a most important state with 


tremendous war orders and contracts—many 


of which are financed by Bank of America. 


From every part of the Union flow vital neces- 


sary materials. Now, more than ever before, 


your bank needs representation in this state. 


A correspondent relationship with Bank of 


America places you in effective touch with 


California’s vital war industries through 495 


branches in 307 cities and towns of the state 
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Bank of America 


NATIONAL fRYSTAN2 ASSOCIATION 
MEMBER . . . FEDERAL RESERVE SYSTEM — FEDERAL DEPOSIT INSURANCE CORPORATION 


Complete Banking Facilities in Each of 495 Branches in 307 California Communities 
Commercial - Savings - Trust - Safe Deposit 
Main offices in two reserve cities of California . . . San Francisco - Los Angeles 


“Serves you best in the West”’ 





Blue and gold BANK of AMERICA TRAVELERS CHEQUES are 
available through authorized banks and agencies everywhere. 
Carry them when you travel. 
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written on nearly every one. As a 
matter of fact, whole books have been 
written on most of them. Comments 
on the various media will be limited 
primarily to the policies and actual 
experience of our own bank. 

Newspaper Advertising. We feel 
that newspaper advertising has been 
the backbone of our whole public 
relations program. We may be in and 
out of the other advertising media, but 
we are always in the newspaper on 
schedule. It is the last medium we 
would want to give up. 

Though The Morris Plan Bank of 
Virginia has total resources of more 
than $31,000,000 and now serves the 
largest number of accounts of any 
bank in the state (more than 120,000), 
it is still a comparatively young insti- 
tution as ages in banking go, having 
been founded only twenty years ago. 
Every bank, and especially a young 
bank, has to keep prestige and reputa- 
tion constantly in mind in its public 
presentations. We, therefore, lean to 
larger advertisements (approximately 
44 column-inches or 616 agate lines) 
for our regular schedule. Size of itself 
may or may not have virtue in bank 
newspaper advertising, but it takes a 
lot of space to take care of a good-sized 
headline and illustration, enough copy 
to tell the story, and an adequate 
signature layout. 
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It pays to spend a reasonable amount 
of money on good layout, art work, 
typography, and plates. Production 
costs of 25 per cent of the space cost is 
not unreasonable for this type of 
advertising. All of our advertisements 
are set up by a regular typesetting 
house, rather than by the newspapers. 
Running in nine newspapers in five 
cities, 25 per cent of our space cost 
gives a good dollar figure for production. 

Inasmuch as bank advertising is not 
a “‘day of the week” type of promotion 
such as grocery advertising is, for 
example, we try to set our schedule to 
stay clear of the papers that are heavy 
with food store advertisements. The 
less advertising there is in the paper 
on the day you run, the more chance 
your advertisement has of being seen 
and read. 

Position in the paper is probably not 
so important as you may think, except 
for special reasons. If you especially 
want women to read an advertisement, 
for example, there is no better place 
than the women’s page. 


N large cities where there are 
several newspapers, it sometimes be- 
comes quite a problem as to which you 
should concentrate on. You obviously 
cannot maintain a regular schedule, 
with reasonable frequency, in all of 
them. And every newspaper space 
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Located in America’s armament center, this bank is 
especially equipped to deal with financial problems 
arising from war production. 


Pledged, as we are, to do all in our power to further 
the prosecution of the war, we have set up a War Loan 
Division, experienced in the analysis of war contracts 
and familiar with the requirements of the armed serv- 
ices and other governmental agencies. 


We offer our services not only to local companies in 
need of war production loans but also to our corre- 
spondents throughout the country whose transactions 
with Detroit war industries can be expedited by our 
special and direct attention to their needs. 


NATIONAL BANK OF DETROIT 
Complete Banking and Trust Service 
DETROIT, MICHIGAN 
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salesman can give you a thousand rea- 
sons why you should concentrate your 
advertising in his paper. Why not 
make a mail survey of a fair statistical 
sample of your own customers and ask 
them which newspaper they read most 
thoroughly? Their preference should 
be your best guide in the vast majority 
of cases. 

Let’s call newspaper advertising the 
fundamental medium of a good bank 
advertising and public relations pro- 
gram. It’s good for consumer loans, 
checking accounts, and savings ac- 
counts, plus an occasional institutional 
advertisement for good will or prestige- 
building. 

Direct-By-Mail. This is one of the 
best of all advertising media. Yet 
it is probably one of the least under- 
stood, and maybe one of the least 
used, by banks in general. The reason 
for that may be that it requires much 
detail, constant supervision, plus spe- 
cial technical knowledge. 

We look upon direct-mail as a scythe 
for reaping the harvest sown by the 
seeds of other media, though it can 
well plant its own seed. We use it not 
only as a part of our regular adver- 
tising program to customers and pros- 
pects, but also as an emergency tool 
for timely messages to special groups. 
Direct-mail is your most economical 
method of communicating with certain 
groups. 

All too frequently, it seems to me, 
businesses in general... and banks in 
particular ... devote almost all of their 
advertising and new business efforts 
toward getting new customers in vari- 
ous departments rather than seeking 
to get present customers to use more 
than one service, or to make customers 
more profitable in the departments 
which they are already using. 


E believe that direct-mail adver- 

tising to our own customers pays 
off in profitable dividends. A recent 
timely folder, entitled “7 Reasons 
Why It Pays to Pay By Check,” was 
produced for the sole purpose of being 
distributed to our present checking 
customers (of whom we have some 
20,000 in our five offices). The method 
of distribution is through tellers, and 
as enclosures with outgoing checking 
statements. This entails no distribu- 
tion cost whatsoever, and the folder 
itself is very inexpensive indeed. 

We estimate that if we can get each 
checking customer to use just one 
additional check as a result of the 
distribution of this little folder, it will 
result (based on our service charge 
schedule) in additional income of 
approximately $1,100. With no dis- 
tribution costs, with the folder costing 
only $3 per thousand, and with the 
checking accounts already on our 
books, thereby entailing practically no 
additional overhead, we feel that we 
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stand to make a handsome profit on 
the effort. 

Remember that changes in mailing 
lists are more rapid than ever. Com- 
pile your lists carefully and check 
them often. Don’t waste postage on. 
out-of-date lists. In some areas today 
lists get as much as 35 per cent out of 
date in twelve morths. You can’t 
afford that kind of waste. 

Direct mail is especially adaptable 
to loan solicitation and perhaps trust 
advertising, as well as for broad public 
relations efforts. 

Radio. There is little point in 
arguing here the relative merits of 
programs versus spot announcements. 
We have used both. It all depends on 
what you want to do and local availa- 
bilities. If you want tangible results 
only, especially for a timely message, 
and can get some good spots, use them. 
If you want good will, plus long-term 
results, with immediate results thrown 
in for good measure, as a regular part 
of your advertising, then a program is 
to be preferred. 

Which station should you use? You 
might ask your customers to which 
station they listen most of the time. 
It will afford you a good comparison 
for station rates. Generally speaking, 
you get just about what you pay for, 
but there is little point in paying for 
broad geographical coverage unless 
you hope to draw customers from the 
whole area. 


IN choosing the day of the week and 

hour of the day, primary consideration 
must be given to programs immediately 
preceding and immediately following 
on the station being considered, as 
well as the competition directly op- 
posite your hour on other local sta- 
tions. The merits of daytime versus 
nighttime broadcasting are hard to 
state briefly. It depends on the audi- 
ence you are trying to reach, the rate 
card of the particular station, and 
even on the season of the year. There 
is a wider variation in nighttime listen- 
ing audiences in the various seasons 
than there is in the daytime audience. 
At the present time we are using five- 
minute newscasts, at 12:00 o’clock 
noon in Richmond and at 5:30 in 
Roanoke. 

Radio is a good medium for moderni- 
zation loans, checking accounts and 
savings, or for good will advertising. 

Periodicals and Programs. It is a 
hard and fast rule at our bank never 
to advertise in printed programs of 
any kind. No exceptions are made, so 
no one can accuse the bank of playing 
favorites. You obviously cannot go 
in all the programs for which you are 
solicited, and if you once break the 
rule, you might as well not have the 
rule. 

As for periodicals, you can’t adver- 
tise in all of them either. The only 
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satisfactory rule we have been able to 
arrive at is this: As a general policy, 
the. bank does not advertise in any 
periodicals. The only exceptions made 
are the very few periodicals which go 
primarily to a particular group of 
people for whom we have a particular 
service to offer. This automatically 
excludes religious groups and fraternal 
orders, as there is no bank service 
designed especially for members of any 
particular faith or order. Yet the 
policy leaves you free to advertise in 
business periodicals, for example, to 
solicit business executives or business 
accounts. 


Printed Matter. Most bank adver- 





tising printed matter looks like... 
bank advertising printed matter. Try 
to make yours look better than ordi- 


nary bank folders. It’s worth a little 
extra art work and plates to have an 
excellent folder as opposed to just 
another bank folder, and it will not 
run up your cost per piece as much as 
you think, especially on large runs. 
Folders are most generally used for 
lobby counter distribution or as mail 
enclosures, either with your routine 
mail or as part of an advertising mail- 
ing. Some of the other kinds of 
printed matter which may be used to 
advantage are reprints of newspaper 
advertisements, blotters, stickers, stuff- 
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and Lithographers. 
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BOOST YOUR OFFICE PRODUCTION 
with PARSONS MECHANO FORM LEDCER 


Rush! Hurry! Urgent! These are the words most often 
heard as American Business rolls along in high gear. De- 
lays cannot be tolerated—anywhere along the line. 


Guard against breakdowns in your management ma- 
chinery by using PARSONS MECHANO FORM color 
control for each department. 
portant instructions going through without a hitch— 
50% cotton fibers enable Mechano Form Ledger to stand 
the gaff of thumbing, erasing and rough handling. Eighty 
years of knowing how produces these better papers at no 
extracost. They’re available through all leading Printers 
Sample sheets sent upon request. 


Write for the Mechano Form Ledger and Index reference book. It is avail- 
able through all leading Printers and Lithographers or direct from the mill. 


LEIS ONS 


COMPANY*:HOLYORE*+MASS, 


Aree ANAL 


It insures orders and im- 


BONDS 
LEDGERS 
INDEX. 








In writing to advertisers please mention The Burroughs Clearing House 
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ers (may be either slips or folders), 
and special forms designed for -direct 
mail advertising. 

All in all, remember that when you 
advertise for your bank, you are adver- 
tising a service, not a tangible com- 
modity at so much a dozen. Your 
services may not be required by the 


CANADIAN 


(CONTINUED FROM PAGE 28) 


the bonds as security for a bank loan 
which can be paid off in installments 
if desired. 

The Royal Bank of Canada is also 
advertising its special Wartime Family 
Budget Book, which promotes planned 
spending and personal thrift. 


* ° * 


Canada’s Man Power Regula- 
tions and the Bank Outlook 


Canadian banks, trust companies 
and other financial organizations can 
no longer hire help as_ heretofore. 
When new clerks are needed, be they 
men or women, they can only be 
engaged if approved by the National 
Selective Service. Canada froze prac- 
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person who reads your advertisement 
for months or years thereafter. Be- 
cause of that fact, a different yard- 
stick must be used in measuring 
the effectiveness of bank advertis- 
ing. 

If you can, by the tone and contents 
of your advertising, persuade a con- 


° « . 


tically all jobs on September 1, due 
to a rapidly increasing shortage of 
man power, and as a result workers 
must now have a permit from the 
National Selective Service organiza- 
tion to seek a job, and all employers 
advertising for help must have their 
advertising approved by the govern- 
ment’s employment service where all 
applicants must apply for the adver- 
tised positions. 

Another regulation, which fortu- 
nately does not affect banks to a great 
extent since most bank clerks work for 
life or long periods in a bank, applies 
to all job terminations. Both em- 
ployer and employee must give each 
other seven days written notice of 
termination of their relations. Rec- 
ords of staff' layoffs must also be sent 











MADE LIKE ALL 
STEEL FILES. 


ing drawer files together. 


nc Ss wewernie on cleus $1.59 ea. 
Mo cenb eset ewaeees 1.98 ea. 
0 SE a eer 2.40 ea 
ee 2.55 ea 


Follower Supports 25c to 30c ea. additional 
60 stock sizes 





A SIZE FOR EVERY BUSINESS NEED 


T-SD Sliding Drawer 
Transfer File 


Set up ready to use, equipped with stackers 
to interlock into batteries, and with follower 
supports. The T-SD set up at our plant is 
stronger than a file shipped “knocked down.’’ 
Eliminates waste of office time pasting slid- 


Just take a T-SD file out of the carton and use it. 
LOWEST PRICES —F. O. B. NEW BRIGHTON 


(SPECIAL SIZES TO YOUR ORDER) 


STRAYER COIN BAG CO. NEW BRIGHTON, PA. 


Bank Supplies Since 1914 


EASY-SNAP Collapsible 
Tan Corrugated Board 
FILING BOX 






Style C, Hinged Lid 
Automatic Assembly 


Thousands of our customers 
have reordered this file annually. 


RECOMMENDED FOR SELDOM- 
REFERRED-TO ITEMS. 


IE. 5 5 5'v regan ctuvae en $ .6l ea 
RS oe csv cna cekann 96 ea 
1 eee Seer re 1.06 ea 
ee WIR 2.5 cadun + taro: 1.04 ea 


150 stock sizes 
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siderable group that you are honest 
and sincere, and that your honesty 
and sincerity are embodied in your 
services, you are on the right road to 
building a substantial clientele. Meas- 
ure all of your advertising against this 
yardstick first; then try for all the 
immediate results you can get! 


BANKING 


to the National Selective Service 
office, so that a strict contro] can be 
kept on all labor movement. Persons 
out of work more than a week or on 
part-time work can be placed on full- 
time essential work under the regula- 
tions of the National Selective Service. 
The government’s employment officer 
can call on any one for an interview 
and can suggest more essential work 
where this is deemed necessary. 

A system of labor priorities is being 
worked out, and just where banks will 
fit in is not yet known. But since the 
start of the war Canadian banks have 
replaced men gone into the active 
services with girls, and there is no 
shortage of girls as yet, although 
Canada has begun to register girls 
from eighteen years up as a pool from 
which to draw needed help. Banks 
have been replacing on an average 
every three experienced men with five 
girls, and already about 70 per cent 
of bank staffs are girls. Nevertheless, 
banks do not look forward to any 
immediate shortage of help in view of 
the new labor regulations. 


6 o 


Mortgage Payments at 
Highest Levels 


Payments on mortgages are at the 
highest level in many years, stated 
J. M. Macdonnell, president of the 
National Trust Company, Toronto, 
and the Dominion Mortgage and In- 
vestments Association, in reply to 
suggestions of Toronto civic officials 
that Canada should declare a mora- 
torium on all mortgages for the dura- 
tion. 

“There is no need for such legisla- 
tion at the present time,” he said. 
“Income of citizens generally has in- 
creased very substantially in recent 
years and at present is at an all-time 
high. Payments on mortgages are at 
the highest level in many years, and 
this would not be the case if there was 
need for a moratorium. Furthermore, 
most mortgagors, who a few years ago 
were finding it hard to meet their 
obligations, have worked their way out 
of their difficulties. Civic authorities 
should be encouraging home owners 
to pay their mortgages rather than 
discouraging them by suggesting a 
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moratorium. Payment of private debts 
would bolster Canada’s anti-inflation- 
ary program and assist the war 
financing.” 

* . * 


War Risk Insurance Now 
in Effect 


War Risk Insurance to cover damage 
by or because of enemy action, and by 
accidental explosions of munitions, 
has been established by the Canadian 
Government. War Damage coverage 
to owner-occupied homes, and to the 
chattels of householders and others, is 
being provided by the government up 
to $3,000 equity in the home and for 
householders’ chattels up to $1,200 
for a man and wife with $100 for each 
child. For others the chattels damage 
payments go up to $200. This is free 
insurance. Insurance for amounts 
above this free insurance is sold at an 
annual rate of 15 cents per $100 by the 
government through fire insurance 
agents or companies. Business prop- 
erty carries no free insurance, the 
national premium being 25 cents per 
$100 annually. Premiums up to a 
certain amount can be deducted by 
business firms from their income and 
excess profits tax. 


+ + ° 


Tires for Bank Armored Cars 
and Trucks 


Armored cars and trucks used for 
the transportation of currency, bullion 
and securities will be permitted new or 
retreaded tires if all other means of 
continuing the vehicles in operation 
have been exhausted, according to an 
announcement of the Department of 
Munitions and Supply at Ottawa 
recently. Wherever possible used tires 
or retreads will be suggested by the Tire 
Rationing Representatives for such 
vehicles, and in no case may the cars 
be used for the transportation of em- 
ployees. To save tires banks are 
already pooling their armored cars 
and eliminating superfluous calls on 
branches. 

Sd + ° 


FARM 
ACCOUNTING 


(CONTINUED FROM PAGE 27) 


are entered on their respective lines 
from the statement sheet by referring 
to the symbols. 

After the entries for the month are 
made on the special accounting sheet, 
proof is obtained by running the totals 
in the expense and income classifica- 
tions in connection with the opening 
balance from the statement sheet. The 








result will, of course, equal the closing 
balance on the statement sheet. 

After the proof has been taken, the 
checks, the accounting sheet, and the 
regular statement sheet are ready for 
delivery to the customer. These 
Income Tax Farm Account statements 
are not promised until the tenth of the 
month to allow ample time to prepare 
them. In no case has this worked an 
inconvenience to our farmer customers. 

When the fifteenth of March ap- 
proaches, the Income Tax Farm Ac- 
count system provides information 
which makes the compiling of returns 
a comparatively simple matter. The 
totals of the first six expense classifica- 
tions are deductible in their entirety. 
A varying proportion of the “Auto 
Expense” total is allowable, and cer- 
tain items in the “Miscellaneous” 
grouping will be deductible. 

The first three receipt classifications 
are wholly taxable, while nothing 
under the fourth heading represents 
taxable income, and it may or may 
not be necessary to make entries from 
the fifth grouping of ‘‘Non-Farm 
Expense.” 

After these figures are taken from 
the accounting records only the matter 
of depreciation remains. We provide 
customers with a Building and Ma- 
chinery Inventory sheet which will 
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give all the figures necessary for that 
schedule. We also provide a Grain 
and Live Stock Inventory sheet. This 
will enable those farmers who file on 
the accrual basis to have the required 
information, and it also enables every 
farmer to compute his actual profit and 
loss for the year. 

Even though the system presumes 
the almost exclusive use of the checking 
account for all items of income and 
expenditure, there will always remain 
some transactions which will be made 
in cash. Most of these are personal in 
nature and fall outside of the scope of 
this system, but when such cash trans- 
actions are a part of the farm business 
a record must be kept of them. For 
that purpose we give each customer a 
blank accounting sheet and ask that 
these transactions be entered thereon. 
Farmers rarely receive income in cur- 
rency so that the great majority of their 
cash transactions represent expendi- 
ture. We make the point rather 
strongly that if a payment must be 
made in cash the farmer must make 
the entry himself on the extra account- 
ing sheet, or he will lose the deduction 
from the tax report. 

A difficulty that presents itself is 
the fact that one check cannot be used 
for the payment of expenditures falling 
in two or more classifications. This 
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New pay roll deductions are con- 
templated and your customers will, 
in many instances, require new pay 
roll checks after the first of the year. 
As this is written, we don’t know 
whether there will be one or more 
additional deductions. Perhaps there 
will be but one, possibly identified 
as “Income Tax Deducted at the 
Source”, or, maybe it will be “Vic- 
tory Tax Deduction”. 


Of course, a good many of your 
business accounts already use pay 
roll checks that have extra spaces 
on the employees’ stub and if so, 
there will be no need for 
changing their checks. On 

the other hand, a great 

many already are using 

all available deduction 

spaces and they should F 
be informed in suffi- 


NEW YORK CLEVELAND 
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NEW PAY ROLL CHECKS 






CHECK PRINTERS 


Manufacturing Plants at 
CHICAGO KANSAS CITY 
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cient time to make necessary changes. 


For the past month, any orders we 
get which fill up all the available 
deduction spaces on the pay roll 
stub, are held up until we can com- 
municate with the bank so that the 
customer can be advised about the 
new contemplated deductions. We 
suggest to all banks that they get 
in touch with their business accounts 
on this particular point. 


We would be more than pleased to 
furnish statement enclosures display- 
ing up-to-the-minute pay roll checks 
which banks can include with 
their November 30th 
statements. Write for 
whatever quantity you 
need and we will 
supply you promptly 
without charge. 


UXt 


8T. PAUL 
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Instructions for Farm Accounting System 


(CONTINUED FROM PAGE 27) 


or overhead items. When paying a note, make one check for the interest and one for 
the principal as the payment of principal is not an expense. Insurance includes all 
premiums except life insurance premiums, which should be classed as ‘‘Personal”’ 
inasmuch as a life insurance premium is an investment apart from your farm business. 


2. Machinery—Fuel—Repairs—Custom Work—Grease. As the heading 
indicates, include all machinery expense except the purchase of new machinery. 
“Fuel” refers to tractor and engine fuel and not to fuel for the residence, which is a 
personal expense. ‘“‘Repairs’’ refers only to machinery repairs. Building and other 
repairs fall in a separate classification. : 


3. Live Stock—Feed—Veterinary—Insurance—Breeding Fees. All live 
stock expenses with the exception of live stock purchased belong in this group. Include 
items of expenditure for poultry or dairy enterprise, even though such enterprise is 
the exclusive property of a certain member of the family. As a matter of convenience, 
the price of baby chickens may be included here rather than in “‘Purchased Live Stock.” 


4. Crops—Seed—Fertilizer—Insurance. Enter all seed costs except garden 
seeds or seed potatoes the crop from which is to be used at home. Again, these expendi- 
tures fall into the “Personal Expense” grouping. Any fertilizer, the effect of which is 
good for only one or two years, should also be entered here. Raw rock phosphate and 
any large quantities of limestone or potash should be entered as ‘“‘Improvements”’ 
rather than as “Crop Expense.’’ Insurance which is specific on crops, such as grain 
insurance or hail insurance, may be entered either in this classification or in Class One 
at the option of the operator. 


5. Hired Labor. Enter here all payments for hired labor used on the farm. 
Household help is a personal expense. 


6. Auto Expense. As with the “Machinery Expense,” enter all items of expense 
for the automobile except the purchase price of anew one. License fees and automobile 
insurance will be more advantageously entered under Class One. 


7. Repairs—Tile—Building—Fence. Alli repairs to buildings, other than the 
residence of the owner, and to tile should be entered here. Major repairs which 
‘‘materially lengthen the life of the building,’”’ such as new siding on a barn, new con- 
crete floor in a feeding shed, or such similar work, is considered an improvement and 
should be so classified. The line is an arbitrary one and if any question arises consult 
the bank. All fencing, new or rebuilding, is put in this classification. 


8 New Equipment—Improvements—Debt Payments. The purchase of 
any machinery costing over $50, including the trade-in price, or any new building or 
improvement as discussed above belongs in this grouping. Debt payments are classed 
here because they are not a deductible expense from the standpoint of income tax 
computation and because, like the purchase of new equipment or the construction of a 
new building, a debt payment represents an improvement in the position of the 
operator. ‘‘Debt,’’ as used here, means borrowed money and does not mean an account 
which you have with a merchant or dealer. Such accounts, when paid, should be 
entered in the grouping into which they belong by virtue of the use of the goods or 
services for which they were incurred. 


9. Purchased Live Stock. Live stock purchased is an investment rather than an 
expense and should be entered separately in this classification. When the live stock is 
later sold, the purchase price is deducted therefrom in figuring the income for purposes 
of taxation. 


10. Non-Farm Expense. This accounting system is designed to record the farm 
business only and cannot accurately handle items from additional sources. If you 
have a “‘side line’’ enterprise enter all expenditures of whatever nature for that business 
here. Charitable contributions and other items which are deductible for income tax 
purposes but which are not expenses incurred in your farm business should be entered 
here so as not to be overlooked in the computation of your tax. 


11. Personal. Household expenditures, clothing, amusements, magazine and 
newspaper subscriptions (except for farm publications), doctor bills, and so forth 
should be entered here. All checks written for cash, unless the entire amount of cash 
received is to be spent for some specified, classifiable purpose, are entered here. 


12. Miscellaneous. Telephone, light bills, farm magazine subscriptions, and 
other unclassifiable expenditures are entered here. 


Receipts 


1. Live Stock Receipts. This classification includes the income from the sale 
of live stock or live stock products, which means that receipts from cream and poultry 
also belong in this column. If such receipts are taken in cash or in credit with a local 
merchant they must be entered in the cash sheets furnished. 


2. Grain Receipts. 


3. Other Receipts. Enter in this column any receipt from the farm which is not 
properly entered in the other two classifications. Receipts from custom work, sale of 
hedge posts, orchard or garden products, government payments, and such miscel- 
laneous receipts are included here. 


4. Borrowed Money—Refunds. Neither of these items are ‘“‘income” for the 
purposes of taxation or arriving at a profit or loss figure. Refunds would include gas 
tax refunds, patronage dividends, and so forth. 


5. Non-Farm Receipts. Receipts of any nature from a “side line’’ enterprise 
are entered in this classification. 
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sometimes forces the customer to write 
two checks to the same payee but the 
circumstance has arisen less frequently 
than we had originally expected. The 
most frequent occurrence is in trans- 
actions with the bank, involving the 
payment of a note and interest. Debt 
and interest payments are in separate 
classifications and two checks must be 
written. 

In a set of instructions given to each 
customer, we have tried to explain 
adequately the different expense and 
receipt classifications. At the outset 
we personally go over the instructions 
thoroughly with the customer, but it 
has been our experience that at least 
one additional interview is desirable 
after the first two or three months’ 
experience. At that time it is fairly 
evident if the farmer has not yet under- 
stood some of the classifications. Our 
usual method is to deliver the monthly 
statement in person some evening and 
go over the matter with the entire 
family, because farming is still a 
“family” business. 

On one of these calls we discovered 
that the farmer, an impetuous Irish- 
man, had thrown away his set of 
instructions as being entirely too 
complicated “for the likes of him.” 
When we sat down with him and care- 
fully went over the handling of each 
item of income and expense, explaining 
the reasons back of the various classi- 
fications, he discovered that the in- 
structions were not as unfathomable 
as they looked in print. 

Incidentally, as we go along we hope 
to be able to simplify the set of instruc- 
tions still further. The main difficulty 
the farmers have had to date has been 
in differentiating between personal and 
business expenses. 


At the beginning of the year we give 

each Income Tax Accounting Plan 
customer a loose leaf binder made from 
heavy manila paper and ten cent store 
book rings. Our stationers, the Isler- 
Tompsett Lithographers of St. Louis, 
are prepared to furnish a complete kit 
of supplies at a price of $2 per account, 
with graduated reductions for orders 
in excess of twenty-five. Supplies for 
each account include fourteen account- 
ing and two inventory sheets, the set 
of instructions, and the specially 
printed checks. 

The plan was originally adopted 
upon a frankly experimental basis for 
the year 1941. Results could not, of 
course, be definitely measured until 
after income tax returns were prepared 
in March, 1942. Accordingly, at the 
start of 1942 we continued to confine 
the plan to a small group of customers, 
as we did not wish to extend it until 
we were absolutely certain of results. 
Now that results for the year 1941 can 
be properly assessed and our progress 
so far in 1942 gives us additional 
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confidence in the system, we feel sure 
enough of our ground to go ahead with 
a general campaign among our farmer 
customers for next year. 


FOR the service. we charge the cus- 

tomer one dollar per monthinaddilion 
to whatever his regular analyzed serv- 
ice charge may be. We feel thal this is 
ample to enable us to make a prolit, 
for the preparation of the monthly 


(CONTINUED FROM PAGE 29) 


service of the warrant upon the person 
holding it,” said the New York court. 
It is worth noticing that here the 
effort to attach or garnishee is directed 
to the instrument itsclf and that this 
is quite different from the ordinary 
case of allaching or garnishecing a 
deposilor’s account with the bank. In 
the New York case, so far as appears, 
the Michigan corporation had no ac- 
count wilh the New York bank al all. 

“It is conceded.” continued the New 
York court, “that if the bank had 
mailed its check directly to the payee, 
there would have been nothing to 
attach in New York. This is so be- 
cause the mailing of the check con- 
stituted delivery to the payce and 
established the bank’s obligation to be 
only that of drawer. The question 
then is whether mailing to the payee 
in care of the other corporation in 
Chicago was a ‘delivery’ of the check. 

“*It should make no difference in the 
result that the check was ‘delivered’ 
in the literal sense to someone other 
than the payee. The bank mailed it 
to the very person and to the very 
place to which it had been directed to 
send it. It mailed the cashier’s check. 
not to the Chicago corporation, but 
to the Michigan corporation in care 
of the Chicago corporation. The mail- 
ing of its cashier’s check by the bank 
in this manner constituted proper 
delivery.” 

Hence, since the check had been 
thus ‘‘delivered” before the warrant 
of attachment was served on the bank, 
the status of the bank was simply that 
of a drawer of the check. and there 
were no funds of the Michigan cor- 
poration in the bank’s hands subject 
to attachment or garnishment. (Finn 
vs. National City Bank, 36 New York 
Supplement, Second Series, 545.) 

The result might have been different 
if the New York bank still had in its 
hands the proceeds of the original 
draft and had not yet drawn its 
cashier’s check to remit the money to 
the Michigan corporation, or even if 
it had drawn the cashier’s check but 
had not yet mailed the check when the 
warrant of attachment was served. 


accounting sheet requires only an 
average of ten minules per account. 
As a matter of fact, il seems to take 
less over-all time to keep such a 
running account on a systematic basis 
than lo try to reconstruct the figures 
just before the income tax deadline. 
Another benefit to the bank is the good 
will derived from the plan, for a num- 
ber of our customers have found it one 
of the best things thal ever happened 


® & e 


A ‘*Representative’’ Note 


Banks ordinarily assume, and so do 
the courls generally, that where an 
individual signs a negoliable note in a 
representalive capacily. the principal 
for whom he signs is liable if the person 
signing had proper authority to do so; 
bul where there was no such authority, 
the person signing is himself personally 
liable on the note. This is based on 
Seclion 20 of the Uniform Negotiable 
Instruments Law, which reads: 

“‘Where the instrument contains or 
a person adds to his signature words 
indicating that he signs for or on be- 
half of a principal, or in a representa- 
tive capacity, he is not liable on the 
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to them. For the first time, they 
know as they go along just how they 
stand as to receipts and expendi- 
tures. 

Not all of our farmer customers are 
legitimate prospects for this program, 
but enough of them are to indicate to 
us that the Income Tax Farm Account 
system offers an opportunity for the 
country bank to render a personalized, 
needed service at a profit. 


COURT DECISIONS 


instrument if he was duly authorized.” 

But in a recent South Dakota case 
involving such a note, the bank making 
the loan on the note could not collect 
from either the principal or from the 
person signing the note wilhoul au- 
thorily. 

The administrator of a decedent’s 
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along with the increasing number of de- 
ductions, taxes, records and reports * x 
must be handled with wartime efficiency, 
conserving time, material, and money. 
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estate came to the president of the 
bank and stated that he wanted to 
make a loan to pay off a judgment 
against the estate. The president 
advised him not to make the loan per- 
sonally, but to obtain an order from 
the county court authorizing him to 
make the loan for the estate. The 
court order was obtained and the loan 
made on a note which was executed in 
the name of the estate as maker by 
the administrator in his official ca- 
pacity. Actually, under the law the 
administrator had no authority to 
make such a loan for the estate and 
the county court was without power 
to make an order conferring such 
authority upon him. The bank was 
ultimately forced to sue the adminis- 
trator personally on the note, relying 
of course on Section 20 of the Uniform 
Negotiable Instruments Law. 

But, said the South Dakota court, 
Section 20 does not impose personal 
liability on the administrator in the 
circumstances of this case, and pre- 
sumably, similar cases. 

“Where the note has not been 
negotiated by the payee,” said the 
court, “and the payee knew at the 
time he obtained the note that there 
was no authority in the agent or 
representative to make it, or where it 
was intended by both the maker and 
the payee at the time the note was 
given that there should be no personal 
liability upon the agent or representa- 
tive, the statute was not intended to 
and does not make the unauthorized 
agent or representative personally 
liable on the note, when he signs 
either as agent or in a representative 
capacity. 

“In the present case the adminis- 
trator’s lack of authority (if no au- 
thority existed) was by reason of the 
law of this state. The bank’s president 
was presumed to know the law to the 
same extent as the administrator. The 
president requested the order of the 
county court, and it would appear 
that he relied upon this order and not 
the personal responsibility of the 
administrator. The undisputed evi- 
dence shows that it was intended by 
both the administrator and the bank’s 
president that the administrator should 
assume no. personal responsibility. 
Under these facts, it would be an un- 
warranted extension of the inference 
of liability drawn from the proviso of 
the Negotiable Instruments Law to 
impose a personal liability on the 
administrator on this note.” (Johnson 
vs. Graff, 5 Northwestern Reporter, 
Second Series, 33.) 


+ * * 


Joint and Several Liability 


Where two or more obligors in a 
transaction are jointly liable, it is 
sometimes said by the courts that only 





their joint assets can be executed upon 
for a default. Similarly, in cases of 
several liability, it is usually said that 
their separate and individual assets 
may be proceeded against. 

The Supreme Court of Nebraska 
recently pointed out, that under Sec- 
tion 17 of the Uniform Negotiable 
Instruments Act, two or more makers 
of a negotiable note may be jointly 
and severally liable. 

“Where an instrument containing 
the words, ‘I promise to pay,’ ” quoted 
the court, “‘is signed by two or more 
persons, they are deemed to be 
jointly and severally liable thereon.” 

Procedurally, this confers substan- 
tial advantages on the holder of the 
instrument, for, said the court: 

“If the obligation be joint and 
several, the plaintiff may treat the 
contract as joint and join all of the 
obligors, or he may treat it as a several 
obligation and bring his action against 
each separately, even though their 
interests be joint.” 

One of the practical advantages of 
this is that a bank holding such a note, 
may, if it chooses, pick out the one 
financially responsible individual on 
the note and sue him individually. 
(Federal Farm Mortgage Corporation 
vs. Adams, 5 Northwestern Reporter, 
Second Series, 384.) 
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Effect of Renewal Note 


The effect of a renewal note depends 
on the “intent” of the parties, accord- 
ing to a recent pronouncement of the 
Supreme Court of Delaware. 

*‘While there is a conflict of opinion 
as to the effect upon the original note 
or the debt represented by it by the 
giving of a renewal note,” said the 
court, “‘the true rule would seem to be 
that the intent of the parties deter- 
mines whether the old note was dis- 
charged by way of payment or nova- 
tion, or whether the time of payment 
of the old note was merely extended.” 

Adverting to “‘agreements to extend 
the time of payment” so often alleged 
by defaulting debtors, the court said: 

*“An agreement to extend the time 
of the payment of a negotiable note 
must possess all the elements essential 
to the execution of a contract and must 
be supported by a good and sufficient 
consideration.” 

To establish ‘consideration’ the 
debtor must pay something, or do 
something he is not obligated to do, 
or refrain from something he is not 
obligated to refrain from, in return for 
the extension of time. A renewal note 
meets this requirement of “considera- 
tion,” for when the debtor executes a 
new note he is doing something he is 
not legally obligated to do. (Cooling 
vs. Springer et al, 27 Atlantic Re- 
porter, Second Series, 65.) 
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GET YOUR METAL Board, they’re helping bankers solve modernization problems 
IN THE SCRAP 


via the removal, re-use and erection of EXISTING materials... ; 
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details? Then mail the coupon below... no obligation. 


BANKERS INTERESTED ~ 
in the modernization of hotels, 
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HELPING THE 
BANKS MEET 
THEIR WARTIME 
PROBLEMS 





As war activities continue to expand— 
as the demand for bank service increases 
and the personnel shortage becomes 
more pressing—it becomes more and 
more necessary for bank operating heads 
to find new ways to cut down operating 
costs... new ways to solve personnel 
problems ... new ways to conserve the 
bank’s mechanical bookkeeping and 
accounting equipment. 


Wherever these problems have already 
become acute, Burroughs is proving of 
great help. Today’s experiences, together 
with Burroughs’ broad background 
of experience in helping bankers work 
out practical, time-saving, money-saving 
solutions to operating problems, may aid 
you, too, in meeting wartime problems. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Burroughs 











BURROUGHS 
TECHNICAL SERVICE 


Trained and experienced Burroughs 
representatives help bank operating 
heads work out practical solutions 
to the problems with which the banks 
are continually being confronted. 
Available to them is Burroughs’ 
exact, up-to-the-minute technical 
knowledge of machines, applications 
and procedures which cover every 
detail of bank operation. 





BURROUGHS 
MECHANICAL SERVICE 


In view of today’s heavier demands 
on every bank’s equipment, Burroughs 
dependable mechanical service is 
more important than ever. This serv- 
ice is rendered by Burroughs’ own 
factory - trained, factory - controlled, 
salaried representatives; it is guar- 
anteed by Burroughs. Service points 
are located throughout the nation, to 
make service available to Burroughs 
users in the shortest possible time. 
































